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6 9 Civil 2227 Chris Craft Lnd.uitries Cnc* vs# Piper Aircraft Corp# r?t # al# C'.vii 


MiOCKKDlNCa 


Ui»»«* Or l. i 
Ju'lrfMlMll N 


May 22,64 Filed complaint ami issued renmcns. 

lay* 27.69 Piled ORDER -Orderod thay motion is granted.He Lean,J. 

May 29-69! tiled Notice of Depositions . 
bay 2^-69i riled Amended Complaint. 

••.ay 7 7-6 9 J Filed No tic e of Motion re: Dismiss compla inf. dot..6/j 0/69. 
foy-MA-tB’ ‘ tiled Affidavit _in support of motion. 

Fay 29-69j filed Memorandum in support 01 do!‘U>' .motion to ditniss. 

'uno 3«6d Piled Daft Bangor Punta Corp notice of notion ret. 6.10.69 
L for ai order dismissing the complaint. anended. 

\y*?Jir69 4_Piled AIR-iKiLflT fipor /iiraa. L Co. r ., Th.-'..Ip-c, j. 


^ A'rp*’ 


V- S-’i '.:lt (i t. O-V^a—O 


on 13.09i Issued subp. on Notice of taking Deposition 

June 17-69.filed AliCWKR.of Banker Fur.ta Cprt. and David W. Wallace toanended cmuLaint. 
un 17 70^ f tied -jtir and order thit tine for Deft '/allace to r.nnwer to the 
complaint'is extended to 6.23.69 Lasker, J. 
fan 19-64 Pile d r eco rd of proceed ing: dated 5- -69 

19.0'.'fZiledDfingar. notied to take depantlona. 
ur 13.631 £ilod HEHO EJ^DORMED on Iloton ret.6.17.69 ORDERED - Motion withdrawni 
_ Laskor.J. ntion Mo 66 

Jun 10.69 Piled lleno endorsed on notion ret. 6.J7.69 Onderod notion 
_ withdrawn Laskor,.! Motion no 65. 

Jun 2 0-69 Fi led Affidavit of Venice of summons and .• .■npJaint on c : . >. illjam i.Riper.Jr. 

_ ~ o n sM/69. 

__ Jorved: 1 Javid W. • /a 113ce on l/P);/(> 9. 

____ Bangor Funta Corp. on l/PUA 9 t; David W. Wallace. 

___ Pan] l.i. filer by ti rg. 1‘a-j [ L. ! i: ■ r on C /wyfr 9 . 

__ _ _ Howard Pi|»r on c j/ 2h/L <> . 

‘l horn as K. Riper *)/2ii/69 . 

_____ _ Up'r Aj rcra r ’or, . on S/2h/t9* 

The Kir: J, : on Corp. on V2'7<19. 

_ David ’.v. loailacc s/Fli/o . . 

Jun 20-69 filed Amended. AJSWER of certain defendants. 

r ur. 26.t/9. Riled Deft Bangol: 'a supplementary notice to take depositions. 

.rV jO/69 ?n ad r.h ltffg notice to take '’coastions cf persona indicated. 

.Tn/P /69 P iled slip rnd order ..th?± ±ine for deft First Mo- 4 on Qor - • Her,-'. 

Zayarr! tc answer to. th.o conol-int is extended to 7,'i/i, 1 otloy 
• T ul/1//*1 Pi\ftd Zdi nViEn of Deft. First' Poctou Cor;; Millar ninysrd. 

Jul lfr-69 Filed stipulation and order to take depocit.ons as indicated. Bonsai, J. 

(Also in 69 Civil 235u). 

Jul 23-69 Filed Memorandum in supfKJro of Chris-Craft'a motion, for a pro.in.j. 

Jul .23-69 Filed Order to ‘ how Cause ro : Pre.ln.u Bet.7/29/69. 

Aur.5-^ / Filed Affidavit in opuosition. <1 

Aug.5-69 Filed Affidavit in opposition submitted by Bandar Purl.a *.orp. of John h. Flick. 

Aug.5^69 Filed .Affidavit ill oppos-Lion sukaitted Ly iiai.sor idnta Coro. Johi. «. i^rfin. 
A'ig.5-69 Filed MonioraiKiUBl in oppesitionto pltf's.motion. 

Aug.5-69. Filed Supplemental ir.’raurajiaun suomitted Ly Bailor l’unta Cor;.. 

Au9.6-69 Filed tin court.; •!; ‘"t i 'r ).■.•. i; ..umr.rauduf.. 

.»u..’/_-69 Fil e d (in co urt) afi’i.' it vf .•* ! . RucKl’.f — oppnclti-u to pltfoiaotjcr.. 

Aug.C-6'9 f iled (in ffjiri.) fiaLptUT'a Aoplr Afi.Ldsi.it• 


C rtk.ii 


Wt! iis. 


r un 26.691 R 
xi/20/6'JW 

•Tul/V' ° pi 

Jul ltf-69” F 


Jui 23-69 


Aug.5-69 
Aug.5^69 
Aug.5-69 
Aug. 5-6 9_ 
Au (’.6-6)0 

•V.i -v -69 


CiV/W 


Aug.6 -69 f iled (in ffjurtJ Riak.tUT'ii .Reply A.ff.'.isiit. 

Atif.5-6»y . IF'i led A ffida vit in opppiJ 1 icii Ps; icn. 

. Filed Mon ora il'turn of licit . i’iper Aircrac.'t_Ccr_.,eLa. to ou.tf's.rr.i.t^'w.. 

Aur.19 -69 Fil ed OPXMGN #36lC7. lenrr.y, J. *e*For xt!m forc^ixu- r-aons, pi D.tiff's Ku*f. j-*n 

__is in ail resOBCte ».lan ied» Co .>rtk;r«J . (aaileii .icficnj _ —- - 

Aur. l fl-69 Filed stipulat ion and order simwinr fio. schedule ior takiS)' deposition^'. Do- 

L' __ ordered. _Wyatt, _J • _ _ xontinuad n«xt page - 
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Aug.2o-6 


■A*rri>rir:irf4n;- 

Aug.2P-6 

i 

Filed 

U33 

0 rand urn in 






•yj* •!•} rT‘ g lift] •? 


Filed MEMORANDUM OPINION #36121. Tenney, J. ***For the 

_propo sed Supp lemen ted Orde r s ubmitted to this Com 

_be signed, (nailed n oti ce)._ _ __ 

Filed Notice of Appeal by Qirla-Cr aft Indus t ries, i-nc , 




Tei Wf • 1 . 


U P TTff'UfflT lf 




» S en/1 5/69 i Piled atlp andorder 

indicated. ? 


§2*223 


Dc c/S/69 
Dac/5/69 
Dec.11-69 
Dec.11-69 

Dec .12^6? 


Dec.12-69- 


Dec .1S-69- 
Dcc/16/69 

Dec.17-6?. 

Dec . 19-69 
Den.22-69 

Dec _31^6_9_ 

Jan^9/7Q 

Jan/9/70 : 
Janl4-7Q 

Janl4-7Q 

Janl4-7Q_ 

Janl4-7Q. 

Jan .20-70 

Jan.21-70 
Jaiu21-7Q 
Jan .22-70 


Piled atlp and o rder that time fw« dapoa<t<#»w of pe f» n _ 

-la ajdournodaa indicated. Malnfairt.J_._ 

Filed Hot lce to take Depositions. (Also in 69 Civ. 23*3*). _ _ 

Filed Notice to take Deposition. _ __ 

769 Flldd affidavit of .Nrrvlc* on Pef t Salgo. .I_ 

Piled—Daft Bangara notice ot action rat- lg/ 11/69 na s tay_ 

deposition _ _ 

Piled affidairt of I—| T. Ryan. In au pport of Motion _ 

PilCd daft Haogora m»m nmnihi rst law In aupp ort of «tC _ 

Filed (In court) Affidavit in oupportof action^_ 

Filed Cln cQurtl Affidavit In o pposition to notion. _ 

Filed Order and s tipulation that depositions sfialibe taken on dates as_ 

_i ndicated of N icolas M .Salgo,David W.W allace a nd J oh n Flic k , etc.etc •_ 

_ So order ed, frankel. J . ( Also In 69 Civ, 23543* 

-filed MEMO-END, on notion papers fn»n 12 A/69. Motion withdrawn. Do ordered 

_Ere"Nal f J._ 

Filed Notice to taka Deposit. Inna . fZAIen In AO C iv T ?3gl| ) m ___ 

Piled deposition of John Hawkinson (Mailed notices) 

Filed Notice to take Deposit jobs . _ 


I Ailed stipu l a ti o n and order e x t e n din g d-ef t . N i c ol as Kwal^o'a tine to answer 

Filed - —- - 

P iled pltffs not ice of motion ret. 1 /IS770 Re production and 

? ile^Pltffa memora ndum in auppor t o f inotion i^ 

Filed- s t i p . & order ext e nd i n g -time of deft-(Salgo) ta answer amende 
_compl ain t to 1-28-70.-Bonsai* J, _ 

Filed pltif 1 s af fdvt- & -notice of mot ion to compel answers-ret. 1-2 

Piledpltffls memorandum in support-of its motion___ 

Filed st*p. adjourning pltffs 1 motion for production of documents 
_filed 1-9-70 tn~l.22.70 __ _ 

Filed Pltf. Banger l69 Civ. 2354) and Deft. Bangor 169 Civ.2227) Notice to yii 

-Deposition of witnesses Indicate.__ __ 

Fi le d Affidavit in opine it ion to notion._ 

Filad Mf orandue autnittrd i" npp<«itiow to plaintif f> . ■otinn, _ 

Piled atlfulation and order further adjourning deposition of daft. nev<H H,Walla 

-PTes. nf deft. Banger Punt q Carp; and of JohnE. Flick, es 

-So entered. Pollack,. J. __ 




















69 Civil 2227 CHRIS CRAFT INDUSTRIES 


Page J 
69 Civil 


PROCEEDINGS 


DaU Order or I 
Judgment Noted] 


Jan.26-70 Filed Affidavit pur. to Gen.Rule 9(f). 

Jan.26-70 Filed MEMO.END. on motion papers filed 1/11/70._**In the absence of a sub¬ 
stantial and valid reason for the examination, it woi<ld be unjust to deny 
a protective order to the party examined. This disposition is without 

-prejudice to renewal of the application of the plaintiff on pood c ause 

. a „ shown. So ordered. Pollack, J. (mailed notice) 

Jan 2b-70 Filed Pltff's notice of deposition 

, ! an ’ 2 £ 7 ™ ! Ued Supplementary Notice to take Depositions of American Investors Fund,Inc..etc. 

J 41 ** 1 W<rt,ice to take Deposition. (Also in 69 Civil 23Sii). 

Feb.17-70 Filed Supplementary Notice to take bepositiorjs . " •' " 

Feb20,7u Filed pltff supplemental notice of deposition. 

‘w 2 3~ 7n l^i e Jli Pl V : /p|i n0tice i of position of parties listed 

\or I4- 7 °0 F Fi l 1ed« S o n0 Vi CC take de P°3itj on of B. Cornfeld on 5-28-70. j 
^pr.i4_/y riled pltff s notice Re: contents of report. 

\pr.23-70 Filed supplemental notice of deposition to be taken by pltff 

David M. Munro--5-ll-70--R.E. Slater--5-ll-70--A.Long--5-12-70 

dav 8 70 Fii /S 111 ;-5-l 3 ; 7 °--D. Farrar --5-26-70. Summons issued. 

'lay. 8-/0 Filed deft (Bangor Punta Corp.) supplemental notice to take deposition 
of Madison Fund, Inc. on 5-18-70-- American Investors Fund,5-21-70, 
Muriel Siebert & Company. on 6-2-70. 

May. 12-70 FiUd .deposition of Robert W. Morey, Jr taken on 2-27-7C. . j 

May.15-70 Filed deft's supplemental notice to take depositions of C.L.Gordon 
on 6-3-70. ]* 

9n" 7n EH e 3 ^ e rH'f S supplemental notice to take deposition of Dean LeBaron. 
lay.20-7D Filed deft s notice to take deposition of Bank of New York on 6-11-70 
and John M. Blewer on 6-18-70. | 1 

*lSn r"70 0 F^ia tl a RUn8 ? r , nOtice t0 take de P°sitionof witnesses indicated. 

•iun.2-70 Filed deposition of William A. Lester token on 2-27-70. 

Jun.2-70 Filed deposition of Mary ?. Bolles taken on 4-24-70 

Jun.9-70 Filed supplemental notice by deft.(Bangor Punta Corp.) to take 

depositions of J.M. Hartwell & Co. on 6-26-70 & Investors Diversified 
Services on 6-30-70. 

Jun.12-70 Filed deft 1 s(Bangor Punta Corp.) notice to take deposition of 

! Sheriff Securities Corp. on 6-25-70 & Albert Frank -Cuenther T.awj, 

- Incorp. on 7-7-70. 

un.16-70 Filed true copy of order from the USCA: Order of District Court is 

- , affirmed 6 that the action he & it hereby is remanded to said 

District Court for further proceedings not inconsistent with tie i 
opinion of this court with costs to be taxed against the appellant. 

J Clerk. - ] 

Jun.16-40 Filed true copy from the TTSCA: Ordered that the judgment of' this | 
court of November 6,1969 be ^ it hereby is vacated. Clerk. m/n 
un.22-70 Filed pltffs second amended complaint. 

j 1 16 70 r ’tled pltff’s notice to take deposition of de*\, First Boston Corp.’ 
on 8-8- 70. 

Z2 Filed p } t ^! s notice to take deposition of Conning & Co. on 7-28-7(3. 
j1. 20-70 Filed pltff s notice to take deposition of Ellsworth Buck on 8-4-70. 

Jul.29-70 Filed pltff's notice to take deposition of Troster,Singer & Co. 

iug.3-70 Filed pltff's notice to take deposition of Troster, Singer 6 Co. 

iep.3-70 Filed ANSWER & counterclaim of certain deft's to second am nded Cl'W&W. 

complaint. i 

ep.16-70 Filed the piper proposed findings of fact. 

ep.25-70 Filed pltff's REPLY to Oounterclain of defts' pjqpnqpcx 

ep. 25-7U j Filed afiidavit of cervice by tDWARI) H. oUTYON. 

-- — continued on pa^e 5 - — - 

KPI—LK— UM - l7H — Mi 




T'eT .6-7 


f eb,6-7L 
lar.9-71 
lar.IOW 
tar.11-7 
tar.12-7 
tar.15-7 
tar.16-7 
tar.17-7 
tar.18-7 
tar 19-7 


POtLACK t J^--NON JURY TRIAL BEOUN. ADJD _giKE_ME. 

— Fil ^ N ? W P 5°. ® eco "d amended complaint by deft ’s (First Boston S &C? 
_Corp.P.L. Miller & N.Bay ard. - - — 

TH!|l _ ^SKued fDre A > lla c k » ^ -Hon- Iury Triml Adjourned SlneDle ZZlji 

Trial continued — 

Trial " -*— 

Trial “ " *---i- 

Trial " - 

Trial n -- - 

Tr ial » _ ZZIZZZZ - - - -*- 

^re >ta ,—d ef t i * move to dlsalss-DecisJLon Reserved, 
itflll continued Aid concluded-Defts' Bargor Punta* N. 3also & D. 

the^o^B^Minr “n- f e ?" W ■ ot i° n8 toade previously to dismiss_ 

—r m c “ H Piir n t--Peclftion Reserved. Defts, first Boston, P, Milldr 

Plt£f*^hS. J cSS^S , “V B 5} #n i tQ ie.erved} 

- »itff» Qilrfl Craft moves to dismiss the_counterclaim of 

-piper Aircraft-- Decision Reserved. Pollack, J. 




i9-7i .~ ~ ~~... - 

^} ed ,?P in l°n #38096: The coimterclajjn of _Plper ai Chris-CraZ- 

is dismissed for 1allure to sustain the burdenof ^oof thereof— 
J” e ^£ 7 Tegoing shall constitute the findings ]5r con eju s* on a reauirled 
r.? y /^hiP f ',” <aK S ° ordered. PoUeekTj. JudiT k?i“cleri! Ehe^-l 
F1 iindSfri y Qf £actl c h r la ~ Crafr affirmative case twin comanche LZZZ 

rt 1 r^A f .£ n —l , _ ' —" . ' I ----- 


findings-only. 

• V ■ *■ « • a 


.Filed Findings of -Fact t Xhr is-Craft A£flnnative_C 
—Filed plt£f-L*-notice of Appeal to 1U X U. -mailed 
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69 Civil 235h Bing or Punta Corp. va. Chris Craft Industries Ihc. «t. al. 


OA’I'K HluCEKDlNCH 

Jun 2,69 ( Filed ccnplaint and issued summons, . _ .. _ , _ ... _ 

! Jun -6,49 Filed notice of Daft Cliris Craft. to take dopo3tion of Pltff,_ 

ciui A ,y -*iicd t«r:^rjs iiotldV to itE talaj dooootJOi«n, _ 

Tun , .f To - iM ur- :~.-tv"n fcrvdd. Chris Craft Inc^stries Irc by _. 

|. x*. !:i .im'II or 6.1;...^ 

r y ;> v c: ■' • • r"»*, by 'J.:r "heohy on 6.4.6 i_ ____ 

: 'eJ/.i >• j.y. b/ *!r, Cargroue 6,4, 6 '; 

T-or v': .6 j -*eXt 3 ? risers notice..to .take dcusotions of witnesses a*_ 

* lrdlc;ite.d»_ 

Jun ''’o'.c>; ?iiii stlp luid _riLr that ti^e lor defts to ans-cr to the- _ 

i isoitennuL ta 7 . 24.69 Loader. J,_ __ 


Date Or 4 i 
Jadf meet ! 


-r t ;l . —, » 


1 r ’ 1 T t o 1 

•V x i- t'*' 


Jul 1 t>69]i Qfii stipulation.and, order to take depositions as indicateli-^ Bonsai, J.__ 

4 . tfjieiL in 62 Civj; 2227) 

Jul ^ filed o t i. mid-ion ana oraer extending certain defendants *_tiinu Lc answer p.nmni a j ri { 

_ . f to K to erdf feu. Tyler. J. _ ’’ 

— .... !ff. 4 * ’■ !'■• ' ' l-SSL : : Dn±i ~ f - r .: JfifiJiiii>xi g. Sc 

Aug.29-69 Filed sU oilationand order extending certs in defendants' t e to snjwer ctnplAin. 
__ tc 9 / 25 / 69 . So ordered. ^IcLeanj J. 

Ser/li'/6f? Piled, a'tip andorder that deDositiona .of utritaas.es is edj;d _ 

.. 1 - aa indic ated. ? T‘/inV e1 _ . __ 

Sfi-P/lp/M' Filed-atlp nnd order oiiat depositionfof witnesses is -adj'd _ 

-- . I.— . _ naa_ indi r. a to cl. r’rnnke 1J . _ _ __ 

^ect.a-t Qi; lL . t . , . p D l : iiv a al i a ^rderojcLeiuiin^ dofto* Loei^UuA*oeo.-n Co.^-Mel-te-4-Gor-,- 

— - - -^ T i a -al i -V r i y . t i l l -i» . trrill's. lima ta ariswer co,vl-a D.t 4,0 II/ 25/69 r— 

v-rujred. ry.n, J,_ 

Qct/22/69 Fi’Td at ip and order that tine deposition of Deft R«rigr>r » are_ 

. • . adjourned as indicated, Weinfeld.J. ____ 

Nov - :, -“^'9 ‘ Filed Notice to take Deposition. in £o Civ. 2227__ 

Dec/5/q9 Filed Deft Bangors notice of motianret. 12/11/69 re stay depostion 
Dec/5/69 Filed deft Bangors memorandum of law in support of notion, 

Dec/5/69 Filed affidavit of Janes V,Ryan*__ ... _ 

Dec/4/69[ Filed atip andorder athat tine for dafta Loeb,Rhodes & Co , _ 

_ J Shields 4 Co araand Erpf and Mr.Sherrill to answer to_ 

the complaint is extended to 12/23/69 Frankel J.. _ 

Dec.12-69 Filed stipulation aod order that depositions of aicolas M.b a i p; n > nav|i r | u .Wallace 

— J ohn Flick shall be taken as indieated,etc,etc. So ordered. 6©_ 

ordered. Frankel, J. (mailed notice)• __ 

DfcC.lS-^V ; Filed Notice to take Depositions. 

•c/16/69j Filed deposition of John Hawkiason (Mailed notico, - - _ 

Jar, (--f j nie : at p L •.rkrr o:.r • lefts • Lteb klmadea , LUxlds , Sr,y.& Sherrill 'e~ 

tu!«' i< cnF to - ^(.1 afC'pciJ. 

in/20/70 (Filed Pltff 3 Bar.gor (69 Civ 2354 ) Deft Bangor (69 Civ 2227) notice 
to take deposition of witnesses indicated. 

Jan.22-70 Filed Notice to take Depositions. 

Jan/28/70 Filed stip und order that time for deft 3 Loob Rhoades & Co Shields 

*Co., Armand 2rpf and_ H,V.Sherrill tLae to answer to the _ 

_ complaint iscrtendefl to IX2/9/7D £ Pollack.J, __ 

!8lJ eua to take IkpoolUoae. of Wic« W«fW, n .. 

wan »a 7 * (U r 1 i S 11 nnl amanf awv Mnl -(aa 4 n 4 r\_--•. j __ M « / . / __ * 
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UNITED STATES DISTRICT COURT 
Southern District of New York 


Chris-Craft Industries, Inc., | 

Plaintiff, / 

\ 69 CIV. 2227 (MP) 
Piper Aircraft Corporation, et al ., I 

Defendants. | 
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Corporation, William T. Piper, Jr., Howard Piper 
and Thomas F. Piper) 

25 Broadway, New York, N.Y. 10004 
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Zachary Shimer and 

Irene 0. Warshauer, Esqs., of Counsel 

Sullivan and Cromwell 
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Corporation, Paul L. Miller and Nicholas A. Bayard) 
48 Wall Street, New York, N.Y. 10005 

By: John F. Arning, 

Roger L. Waldman and 

Charles W. Sullivan, Esqs., of Counsel 


Pollack, District Judge: 

The Context of the Case 

This case and its companion cases 1 arise out of the un¬ 
successful attempt of Chris-Craft Industries, Inc. (Chris- 
Craft), a diversified manufacturer of recreational prod¬ 
ucts, to secure control of Piper Aircraft Corporation 
(Piper), a leading manufacturer of light aircraft. The 
Chris-Craft takeover attempt was resisted by Piper and 
by a competitor for the control, Bangor Punta Corporation 
(Bangor Punta), which eventually succeeded in acquiring 
more than 50% of the outstanding Piper shares. The 
bull: of Chris-Craft’s complaints is based on charges that 

1 Bangor Punta v. Chris Craft, U.S.D.C. S.D.N.Y., 69 Civ. 2354 
(MP), which is being decided this day; and SEC v. Bangor Punta, 
et at., 331 F. Supp. 1154 (S.D.N.Y. 1971) (Pollack, ./.). 
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Bangor Punta’s success was achieved and Chris-Craft’s 
failure and its asserted damages vere caused by deception 
of the Piper shareholders and of Chris-Craft in violation of 
various provisions of the federal securities laws and regu¬ 
lations. 

Only a minor segment of the case involves charges that 
Chris-Craft was directly deceived by Piper. The balance of 
the case deals with charges of deceptions alleged to have 
been committed by Piper and Bangor Punta on public 
holders of Piper stock to induce them not to accept Chris- 
Craft’s offers to acquire their stock by purchase or ex¬ 
change. Chris-Craft claims also that Bangor Punta pri¬ 
vately acquired three critical blocks of Piper stock during 
the pendency of an exchange offer in violation of an SEC 
Rule. 

The contest for control of Piper was sophisticated and 
hard fought. The contenders were men accustomed to the 
handling of vast sums of public capital, were assisted by 
skilled professionals and were themselves seasoned in cor¬ 
porate tactics. It is not hard to detect personal overtones 
which added some passion and urgency to the contest. In 
addition, the conduct of both sides invoked the attention of 
the SEC »nd the New York Stock Exchange. 

Thus, neither side can approximate itself to the position 
of an average public investor for whose express benefit, in 
dealing with others of superior knowledge (or the capacity 
to gain it), skill \nd resources, the law was designed. The 
Court does not intend to imply that contests for corporate 
control are to be unmediated by standards propeily appli¬ 
cable under common law, federal legislation or regulation. 
However, substantial justice cannot be done by mere 
mechanical application of standards evolved to correct the 
imbalances of knowledge, skill and capacity for self¬ 
protection which so often occur in securities transactions 


i 
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between members of the public and professionals. Nor can 
the Court be indifferent to the ultimate source from which 
the damages are claimed, in effect. (See infra, 35-37), 

The Major Events 

Piper stock was listed on the New York Stock Exchange. 
There were 1,641,890 shares outstanding. Chris-Craft be¬ 
gan purchasing Piper stock just before the end of 1968. 
By January 21, 1969 Chris-Craft had acquired 102,600 
shares of Piper stock on the New York Stock Exchange. 
On the next day it increased its holdings by purchasing 
101,100 shares at $65 per share from Technology Fund, a 
midwest-based mutual fund; this made Chns-Craft’s hold¬ 
ings total 13% of the issue. The market for the stock was 
then in the low fifties. On January 23, 1969, Chris-Craft 
announced a cash tender offer for Piper shares of $65 per 
snare and it obtained 304,606 shares through tenders. It 
also bought an additional 38,000 shares approximately 
bringing its holdings by February 3,1969, to 547,106 shares, 
a number barely short of one-third of the shares outstand¬ 
ing, at a cost of $34,677,000. 

The Piper management (in essence the Piper family), 
which held some 31% of the outstanding Piper stock, re¬ 
acted to the Chris-Craft tender offer by a communication 
to snareliolders late in January to dissuade them from 
accepting the Chris-Craft tender offer. One of its state¬ 
ments complained of by Chris-Craft was that the Piper man¬ 
agement considered the Chris-Craft $65 tender price in¬ 
adequate. Chris-Craft charges that this was a misleading 
statement, based on the facts that Piper’s investment bank¬ 
ers, First Boston Corporation, had advised Piper that a 
$65 price was fair and, furthermore, that on January 29, 
Piper had announced an agreement to sell 800,000 unissued 
Piper shares to Grumman Aircraft Company at $65 per 
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share.* The Grumman agreement was not consummated 
and the additional shares were not issued. 

On February 27, Chris-Craft filed with the Securities and 
Exchange Commission (“Commission”) an S-l registration 
statement as a step in a proposed offer of exchange of a 
Chris-Craft package of securities for Piper stock. (The 
statement did not become effective until May 15.) 

On March 22, Piper issued 469,199 authorized but un¬ 
issued shares to acquire control of two companies, viz., 
Southply, Incorporated and United States Concrete Pipe 
Company of Florida. Apart from increasing the number 
of shares outstanding, these acquisitions could make Piper 
less attractive to Chris-Craft since the Pipe Company was 
not in the recreational field and ownership of Southply, a 
speedboat manufacturer, might bring Chris-Craft into con¬ 
flict with antitrust law. However, Piper rescinded both of 
these acquisitions within a short time. Piper had failed to 
comply with its listing agreement with the New York Stock 
Exchange by issuing such a block of shares before seeking 
the approval thereof of its stockholders. This omission led 
the Exchange to refuse the listing of the newly issued 
shares, to suspend trading in all Piper shares on the Ex¬ 
change and to initiate delisting proceedings. 

Following the rescission of both of these acquisitions, the 
Piper family revived negotiations with Bangor Punta, be¬ 
gun early in January, toward securing a defensive merger 
between Piper and Bangor Punta. 


I art of the agreement, not mentioned in the announcement 
was an option in Grumman to “put” the shares back to Piper after 
six months at Grumman’s cost plus interest. Piper insists that the 
“put” was part of an overall understanding that the proposed sale 
was a step in a possible Grumman-Piper merger, failing which 
Grumman might not be interested in a holding of Piper stock. 
The “put” was described in Piper’s applicatio. to list the addi¬ 
tional shares on the New York Stock Exchange. 
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The discussions were fruitful. The Piper family agreed 
to exchange its 501,090 shares for a package of Bangor 
Punta - jcurities and Bangor Punta agreed to use its best 
efforts to acquire a majority of the outstanding Piper 
shares. Pursuant thereto, on May 8, 1969, Bangor Punta 
and Piper issued a release which made the usual jovful 
anouncement of a fitting marriage, stating that the Piper 
family would receive Bangor Punta securities for their 
Piper shares and containing the following potent message: 

Bangor Punta has agreed to file a registration state¬ 
ment with the SEC covering a proposed exchange offer 
for any and all of the remaining outstanding shares 
of Piper Aircraft for a package of Bangor Punta Se¬ 
curities to he valued in the judgment of The First 
Boston Corporation at not less than $80 per Piper 
share. 1 

( hris-( raft has attacked this release and has attacked 
also the registration statement referred to in the release. 
We deal later with those issues. 

Bangor Punta entered the battle with several consider¬ 
able advantages. It was sponsored by the management of 
F per, it could look forward to the Piper family Mock 4 and, 
significantly, it alluded to a value figure of $80, exceeding 

1 Shortly afti r this release was issued, the Commission, deeming 

the releas- to be a gun-jumping offer bv Baugor Punta, sought in 
tiK- I . f-. I i.strict Court for the District of Columbia an injunction 
to pro!> hi: further similar releases before effectiveness of th° 
Bangor Punta registration statement. Bar.gor Punta and Piper, 
without admitting any of the ai.egaticns, consented to the issuance 
of an injunction. 

4 One of the issues rais ed by Chris-Craft respecting Bangor 
Punta’s acquisition of the Pip, r block relates to n guarantee bv 
Bangor Purta to the Piper family that they would receive $80 
for their stock if Bangor Punta acquired control. All parties agree 
that no similar guarantee inhered in the $80 value statement con¬ 
tained in the May 8 release. 
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Chris-Craft’s cash tender offer and the values to be im¬ 
puted to the ( hris-Craft package. This was a serious blow 
to Chris-Craft. Accordingly, one day after Chris-Craft’s 
exchange offer became effective, it added $10 to its package. 
Chris-Craft continued to acquire Piper stock until August, 
1969, when it virtually ceased buying the stock. Through 
its succeeding exchange rffei . and together with its open 
market purchases, Chris-Craft had by then obtained 697,495 
Piper shares, about 42%, while Bangor Punta, by early 
September, 1969, ended with slightly more than 50%. The 
contest for control was over except for the litigations ques¬ 
tioning the actions of the parties along the way which has 
embroiled them in claims and counter-claims. 

Chris-Craft’s Status Under the Securities Exchange Act 

Both sides have argued strenuously the question of Chris- 
C 'raft’s standing to bring this action. Chris-Craft relies 
heavily on the language of the Court of Appeals in Crane 
Co. v. Westinghouse Air Brake Co., 419 F.2d 787 (2d Cir. 
1969), cert, denied, 400 U.S. 822 (1970), as precedent af¬ 
fording it status. Defendants rely on Birnbaum v. Newport 
Steel Corp., 193 F.2d 461 (2d Cir.), cert, denied, 343 U.S. 
956 (1952) and related cases for the proposition that Chris- 
Craft has no right to sue. 

Chris-Craft’s claims fall into several categories, each re¬ 
quiring separate consideration of the question of standing 
to sue. 

(a) Chris-( raft made purchases of Piper stock and claims 
to have acted "m statements of Piper about its important 
product lines. Even though its purchases were not from 
I iper, it lias standing to assert such claims. Iroquois In¬ 
dustries, Inc. v. Syracuse China Corp., 417 F.2d 963, 968 
(2d Cir. 1969), cert, denied, 399 U.S. 909 (1970). 
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(b) Chri8-Craft seeks damages from Bangor Punta 
claimed to have resulted from the purchase by the latter 
of three blocks of Piper stock, totalling 120,200 shares in 
May, 1969, during the pendency of their competing offers 
to Piper holders, in violation of SEC Rule 10b-6. Chris- 
Craft claims that these purchases enabled Bangor Punta 
to obtain majority ownership of Piper. It is held that 

Chris-Craft has standing to attempt to establish such a 
claim. 

(c) Chris-Craft claims damages from the defendants on 
the charges that, during the pendency of Chris-Craft’s at¬ 
tempt to take over Piper, Piper and Bangor Punta issued 
improper press releases and Bangor Punta filed a registra¬ 
tion statement with material omissions and misstatements. 
Chris-Craft, which neither bought nor sold on the basis of 
the releases or registration, premises its standing to sue 
thereon on two grounds; one is an exception to the Birn- 
baum doctrine repeated in, Iroquois Industries, Inc. v. 
Syracuse China Carp., 417 F.2d 963 (2d Cir. 1969), cert 
denied, 399 U.S. 909 (1970); the other is predicated on a 
recent amendment to the Securities Exchange Act of 1934. 

The first theory is that Chris-Craft is in the position of 
a forced seller” as a result of Bangor Punta’s acquisition 
of a majority of Piper’s stock. Chris-Craft emphasizes the 
decision of the Court of Appeals in Crane Company v. 
Westingliouse Air Brake Company, 419 F 2d 787 7Q7.Q8 
(1969), cert, denied, 400 U.S. 822 (1970). 

In Crane the Court of Appeals distinguished Iroquois 
Industries, Inc. supra, (decided by the Court of Appeals 
five weeks prior to Crane —with rehearing denied by the 
Court of Appeals on the very day on which the Crane 
opinion was issued) by pointing out that plaintiff in Iro¬ 
quois (a disappointed contender for control) was neither 


\< 


4 



9 


17 A 


a buyer nor a seller, whereas in Crane, the disappointed 
contender was deemed a “forced seller”. Chris-Craft 
claims to be a locked-in buyer which could sell only at a 
substantial loss, and that it could not under state law 
(Pennsylvania) resist a merger, should Bangor Punta, 
as majority holder, elect to effect one. 

While the “forced sale” argument here rests on quite 
different grounds from those expressed by the Court of 
Appeals in Crane, Chris-Craft might be within the realm 
of reason in asserting itself to be a forced seller, should 
a merger of Piper be effected under Bangor Punta’s 
control. However, no such merger has been proposed and 
the “forced seller” basis for standing to sue is in this case 
as compared with Crane of highly dubious validity.* 

The second theory on which Chris-Craft relies for stand¬ 
ing to assert the matters relating to the press releases and 
registration statement is that Section 14(e) of the Securi¬ 
ties Exchange Act affords it a right of action. Section 
14(e), 15 U.S.C. $78n(e), provides: 


It shall be unlawful for any person to make any untrue 
statement of a material fact or omit to state any mate¬ 
rial fact necessary in order to make the statements 
made, in the light of the circumstances under which 
they are made, not misleading, or to engage in any 
fraudulent, deceptive, or manipulative acts or prac- 


frl C rt!' i f. C Mk P ( M ! t “ n M u f ° rced 3eller was dePmed to result 
of r r »ne , ^Sfi h ^ t merglng Wlth ft product competitor 

of Crane (Standard) made Crane an involuntary holder in its 
competitor and vulnerable to antitrust action. Crane thereupon 
sold out virtually all of the Standard holding acquired in the 
merger. It may be that one need not have looked beyond the 
23?*““ 1° these _ s P e<, ' al facts to deem Crane a forced seller. 

deemed^QFfw 6 'l ffeCted "? “ merger has not been traditionally 
deemed by SEC to be a “sale” for registration purposes, it has 

sions deemP< “ 88 e for P ur P° 8PS °f invoking anti-fraud provi- 
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tices, in connection with any tender offer or request 
or invitation for tenders, or any solicitation of security 
holders in opposition to or in favor of any such offer, 
request, or invitation. The Commission shall, for the 
purposes of this subsection, by rules and regulations 
define, and prescribe means reasonably designed to 
prevent, such acts and practices as are fraudulent, de¬ 
ceptive, or manipulative. (Emphasis supplied). 

This section was added to the ’34 Act in 1968. The last 
sentence was added in December, 1970 (one year following 

the decision of the Court of Appeals, Second Circuit, in 
Crane). 

In Crane, the Court of Appeals commented in dictum 
that Section 14(e) “should serve to resolve any doubts about 
standing in the tender offer cases, even where an offeror 
is not, as is Crane, in the position of a forced seller.” 419 
F.2d at 798-90. This comment may find support in Elec¬ 
tronic Specialty Co. v. International Controls Corp. 409 
F.2d 937, 940 (2d Cir. 1969), where the target of a take¬ 
over bid, as well as that corporation shareholders, were 
accorded standing to sue for alleged violations of $14(e) 
occurring in the course of a control fight. Judge Friendly 
stated that the amendment which produced section 14(e), 
In effect . . . applies Rule 10b-5 both to the offeror and 
to the opposition” and added that “except perhaps for any 
bearing it may have on the issue of standing, [the amend¬ 
ment is] only a codification of existing case law.” 

The conclusions herein reached as to Chris-Craft’s 10b-5 
claims will be dispositive of the merits of any claim based 
on §14(e). Under the circumstances, the Court finds it 
unnecessary to decide whether *14(e) may be separately 
invoked by one competitor for corporate control against 
another. 
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1. Piper’s shotekolder letter and release of January 23 
1969. 

(s) One of the attacks on these communications centers 
on the utterance by the Piper management of its view that 
the $65 Chris-Craft offer was inadequate. While the offer 
was some $13 above the current market price, it was con¬ 
siderably less than a Piper holder, biding his time, could 
have received at later stages of the contest. 

Chris-Craft insists that the communications could not 
be read to refer to any inadequacy of the Chris-Craft offer 
other than m respect to price and—to establish Piper’s bad 
faith and intention to mislead—it points out that 

(1) Piper's own bankers had advised Piper that $65 per 
share was a fair price and 

(2) the Grumman agreement contemplated a sale of Piper 
stock by Piper to Grumman at $65 per share.* 

Any Piper shareholder with a telephone or a newspaper 
at hand could compare the current market for Piper shares 
with Chris-Craft’e offer. Thus, if the Piper statement of 
the inadequacy of the offer were intended to refer to price 
only it would be more fatuous than misleading. The more 
rational view is that the statement referred and was or 
should be taken to refer to other factors—such as Piper’s 
management’s views as to company prospects or as to the 


‘ We do not doubt that one of the reasons for the Grumman 
agreement was the effect its consummation would have on the num¬ 
ber of shares outstanding and consequently on the number Chris- 
i^rart would have to acquire to Brain control. W. T. Piper. Jr. had 
no hemtanev m stating that the Grumman transaction “would give 
us additional shares ’ and that it “might make the . . . tend'-r offer 
of Chris-Craft less attractive to cur shareholders.” A psychological 
effect may have been intended as well—to discourage Chris-Craft 
early in the game by facing it with the prospect of a heavier than 
anticipated commitment to the contest. As noted above, the shares 
were never issued. 


s 
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quality of Chris-Craft management, should Chris-Craft ac¬ 
quire control. 

That Piper’s management refrained in these releases 
from expressing fully its personal (and in all likelihood un¬ 
flattering) opinions about Chris-Craft’s management does 
not, in our opinion, fault the communications. And if the 
statements were intended to convey the impression that to 
resist Chris-Craft Piper’s management would bend its ef¬ 
forts to procure a better alternative for Piper shareholders, 
the efforts were made and were, in terms of price to tender¬ 
ing shareholders, successful. 

Chris-Craft makes the further assertion that it was itself, 
as a purchaser, misled by the announcement of the Grum¬ 
man agreement. Chris-Craft claims that an indication that 
Grumman was willing to pay $65 (in the absence of dis¬ 
closure of the “put”—see n. 2 supra) helped to justify its 
own decision to pay that much, indicated that Chris-Craft 
might have a willing buyer for its block, should it decide 
to unload, and led Chris-Craft to refrain from exercising 
its right to withdraw its offer if any material increase in 
outstanding Piper shares were proposed or made. 

While the Court has no doubt that the Grumman agree¬ 
ment, the announcement and their timing were strategic 
moves, it cannot conclude that the agreement was a sham, or 
that the “put” provision was anything more than what 
Piper purports ri to be—Grumman’s “out” in the event that 
a Grumman-Piper merger did not materialize. These were 
all, under the circumstances, rational steps for the Piper 
and Grumman managements to take and the Court cannot 
hold that in taking its steps Piper had any special duty 
to warn Chris-Craft (by disclosing the “put” or otherwise) 
not to gather comfort from the agreement price of $65 and 
not to rely on Grumman as a possible dumping ground for 
its shares of Piper. 
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Chris-Craft admits that Piper described the “put” as¬ 
pects of the Grumman agreement fully in its application 
to the New York Stock Exchange for listing of the addi¬ 
tional shares. Chris-Craft’s contention therefore that, de¬ 
spite its efforts to obtain a copy of the Grumman agree¬ 
ment, it did not learn of it until April, 1969 when two 
Chris-Craft representatives were elected to the Board is 
not worthy of belief and can evoke little more than the 
additional response that it could have been more sedulous 
than it was to protect its already heavy and growing in¬ 
vestment in Piper. 

But the fatal blow to Chris-Craft’s credibility on this 
issue is its action after Apiil, 1969 when it claims first 
to have discovered the “put” provisions of the Grumman 
agreement. Between Aprii 1 and August 18, Chris-Craft 
acquired about 150,000 additional shares of Piper. On May 
16 it added $10 to its exchange package to compete with 
Bangor Punta. Such behavior with knowledge of the facts 
is inconsistent with a claim that knowledge would have 
caused Chris-Craft to change its course. Plaintiffs refer¬ 
ence to SEC v. Great American Industries, 407 F.2d 
453 (2d Cir. 1968), cert, denied, 395 U.S. 920 (1969) (non¬ 
disclosure of finders’ fees) is, under the circumstances, 
beside the mark. 

(b) Chris-Craft has further criticized the communica¬ 
tions for saying that Piper was in a growth industry and 
expected “to participate fully in this growth”. The basis 
of its attack is in product problems faced by Piper in con¬ 
nection with a model then in development (Pocono) and 
one already on the market (Twin Comanche). These are 
discussed at greater length, infra. Here it is sufficient to 
point out that inherent in Chris-Craft’s claim are the as¬ 
sumptions (1), that these problems would effectively pre¬ 
vent Piper from participating in the industry’s growth— 
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which it has not proved and (2), that this on-the-run re¬ 
sponse of Piper’s management to Chris-Craft’s foray into 
he Piper stock is to be tested by the standards applicable 

o a registration statement—a view which this Court re¬ 
jects. 

Chris-Craft’s contentions as to the January Pi per com¬ 
munications and the Grumman agreement must be and are 
rejected as unfounded. 


2. The May 8th Release 

Jhis release is one of Chris-Craft’s principal C.rgets. 
Chris-Craft asserts that the release was in violation of the 
registration and prospectus provisions of the Securit ; es 
Act of 1933, especially %5(c) (15 U.S.C. $77e(c)). This con¬ 
tention has the support of the SEC, which, in May, 1969 
brought an action in the District of Columbia to restrain 
further releases of a similar character, with Bangor Punta 
consenting to a decree, and it has the support of the Court 
of Appeals of this Circuit, which held, in Chris-Craft In- 
„ ustrtes > Inc - v - Bangor Punta Corporation, 426 F.2d 569 
o73-76 (2d Cir. 1970) that the release violated the registra* 
t.on requirements. The Court of Appeals nonetheless sus¬ 
tained the District Court’s refusal to issue a preliminary 
injunction to prevent Bangor Punta from gaining and exer¬ 
cising control of Piper, but remanded the case for further 
proceedings. 7 


7 Four opinions were written. Judge Waterman wrnt» 
jonty opinion for a full court (with Judge Friendly not particiiS- 
t?nn nf T, R M °T Utt f re< ? s,ron * f doubts as to the majority's rc'jee- 

(the. Chief Judge) could find no substance !n GW 
Cra.t s legal clainis as to Section 5(c) l r > IT fi p (, 77 , t> i 

10b-6, 17 C.F.R. 5240 1 Oh-6 (to U Scuid) ’ §77 " C '* ° V Ru,e 
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While the law of these injunction cases, as contended by 
Chris-Craft, may be that the May 8th release violated Sec¬ 
tion 5(c) of the Securities Act, that by no means disposes 
of the issue in the damage suit here being adjudicated.' 
Since Chris-Craft was not a purchaser of Bangor Punta 
stock it has no standing to invoke the provisions of Section 
11 or 12(2) of the Securities Act of 1933 (15 U.S.C. $$77k, 
77J(2)) (material misstatements in or omissions from 
registration statements) or of Section 12(1) of the Act (15 
U.S.C. §77/(1)) (sales in violation of the registration re¬ 
quirements). The plaintiff’s claim, to be actionable in this 
damage suit, must rest on other grounds. 

As the Court of Appeals indicated, embodying the sub¬ 
stance of the May 8 release in a full registration statement 
might have served to dispel possible erroneous interpreta¬ 
tions or ‘he release by those to whom it was addressed and 

“. . . would have eliminated the possibility, perhaps the 
probability, that some persons would have construed 
the $80 figure as referring to market value when that 
value was neither accurate nor intended.” Chris-Craft 
v. Bangor Punta, per Waterman, J., 426 F.2d at 575. 

' The issue in the “case” before the Second Circuit was whether 
an injunction should issue. The denial of an injunction was af¬ 
firmed and it was left to the Trial Court to determine what, if any, 
consequences were to flow on remand from the views of the Court 
of Appeals as to the application of Section 5(c), 15 U.S.C. §77e(c), 
of the Securities Act and Commission Rule 1 Ob-6, 17 C.F.R. 
§240.10b-6 under the Securities Exchange Act. The case before 
the District of Columbia Court was also one involving injunction, 
not damage*, and Bangor Punta’s consent to an order may well 
have been grounded on considerations other than the merits of 
the SEC’s uction. The “case” tried before this Court is radically 
different from the “case” considr d on the appeal to the Second 
Circuit. Sometime after the decisi on appeal, at a pre-trial 
hearing. Chris-Craft elected to abandon and announced the with¬ 
drawal of its claim for injunctive relief and stated that the 
plaintiff’s sole claim was one for damages and accordingly that is 
the claim which is to be decided here. 
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It must be borne in mind that this is not an action by a 
ormer Piper shareholder who exchanged his stock for 

nor is “ a 8 ”“ ,or an ini “ n " io " 

This is a case by a disappointed contender for control 
at.jmpting to invoke a registration requirement designed 
for the protection of the public in order to obtain dam- 
ag or itself because of a premature offer to sell Yet 
Chns-Craft does not point to any damage to Piper holders 
occasioned by the premature release, nor has it adduced any 
evidence that the release was anything but true when taken 
in its own terms-as a statement that it was Bangor Pur.ta’s 
intention to offer a package which would be worth $80 in 
First Boston’s judgment.* Even if the release were taken 
as a representation of future values, it should be noted that 
actual values reached by the Bangor Punta package were 
so close to $80 as to render any variance de minimis." 

Any claim of Chris-Craft that the violation of Section 5 
pe r se induced enough Piper holders to accept Bangor 
Punta s offer to tip the balance of control in Bangor 
Punta s favor must be supported with proof that this re¬ 
sulted from the absence of the information which a full reg- 

.tsb as 

«.Tfre b rf"“Tc™f7 n r' h ^r**™** «5oS5i 

p.d.W E a'hichmr k°t rf gJw“ g* 
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istration statement and prospectus would have contained. 
Chris-Craft has made no such showing. Moreover, a show- 
ing that the acquisition of a particular block was enough 
to give Bangor Punta control would not by itself constitute 
proof that control would have fallen to Chris-Craft if 
Bangor Punta had failed to acquire that particular block. 
While the delay which might have occurred in the proc¬ 
essing of a full registration statement by Bangor Punta 
might have given Chris-Craft extra time to forage about 
for Piper stock while Bangor Punta was preparing its 
statement for filing, Chris-Craft has adduced no proof that 
it was disadvantaged in this regard. Cf. 426 F.2d at 573. 11 

Chris-Ci aft did respond to the May 8 release by raising 
its bid. Its cost of acquiring Piper stock was thereby di¬ 
rectly and immediately increased. But everything in this 
record is consistent with the conclusion that Chris-Craft 
would have done the same thing even if the substance of 
the release had been embodied in a fully cleared prospectus. 
There is nothing in this record which shows that the re¬ 
lease was, in intent or effect, false or misleading as to 
Chris-Craft or the public. 1 ’ Any increase in Chris-Craft’s 
costs occasioned by the release was occasioned by its sub¬ 
stance and not by the absence of a registration statement. 
Chris-Craft fully understood what the release v meant 
to convey. Chris-Craft is not entitled in this suit to the 

‘'“We do not understand Chris-Craft to allege that prior mis¬ 
deeds of Bangor Punta so determined the course of the competition 
for shares after the date of the decis on below that Chris-Craft was 
placed at any real disadvantage.” 

11 It must be borne in mind that the fact that a statement violates 
Section 5 of the Securities Act, 15 U.S.C. §77e, does not necessarily 
connote that the statement is either false or otherwise misleading 
within the meaning of Rule 10b-5 upon which Chris-Craft relies 
A thoroughly adequate disclosure-even a full registration state- 
ment—used in offers to sell before a required filing violates Sec- 
iion d, 
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recovery of damages under Rule 10b-5 for the violation 
of Section 5. 

•?. The Bangor Punta Registration Statement “ 

Chris-Craft complains of the Bangor Punta registration 
statement covering the package of securities it was offering 
in exchange for Piper stock, alleging that material falsity 
in the statement was part of the scheme to divert Piper 
holders away from Chris-Craft. 

The principal attack is on the figure at which Bangor 
Punta carried its holdings (almost 100%) of the Bangor 
and Aroostook Railroad (BAR). Bangor Punta carried 
the BAR stock on its books at $18.4 million—an uncon¬ 
ventional figure in terms of transactional accounting, and 
one with a checkered history. 

Historical cost of the BAR stock, less depreciation and 
other accounting adjustments, was $29.8 million. In 1965, 
in view of a then possible sale of BAR, Bangor Punta 
wrote the asset down to some $8 million. That sale did 
not materialize and the carrying figure was again revised 
(this time upward) to reflect an $18.4 million valuation 
of the BAR investment by investment bankers. The book 
increase resulting from this revaluation was credited di¬ 
rectly to earned surplus (bypassing the income accounts). 

_ Th ® r ® 18 no dls P ute as to this series of adjustments. 
Ihe $18.4 million carrying figure is, however, attacked as 
materially misleading in view of a sale of Bangor Punta’s 
interest m Bf R, at $5 million (and additional contingent 
consideration) vhich did occur in October, 1969, a few 


opinion^ W v p of this issue is contained in this Court’s 

\Y I 07 n MZi i? ,T r /r?.’ rt al ’ 331 F - S "PP- 1154 (S.D 
‘ .Y. I'M) (Pollack, J.). Only high-light facts are here discussed. 
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months following effectiveness of Bangor Punta’s regis¬ 
tration of its Piper exchange package. 

Chris-Craft asserts that the agreement to sell the road 
at that figure existed earlier and should have been re¬ 
flected in Bangor Punta’s registration statement. The 
charge is that Bangor Punta postponed formal contract 
and closing to avoid having to reflect in its registration 
statement a book loss of $13 million on the sale. 

In SEC v. Bangor Punta, n. 13 supra, this Court con¬ 
cluded that there was no substance in similar allegations 
by the SEC regarding the BAR matter. We held, however, 
that the registration statement was unintentionally in error 
in failing to disclose the circumstances which rendered 
Bangor Punta’s carrying figure of the BAR holding obso¬ 
lete and misleading absent such disclosure. An injunction 
against further violation of the securities laws was sought 
by SEC in that case but was denied. However, the Court 
ordered that shareholders who accepted the Bangor Punta 
exchange offer be given an opportunity to rescind their 
exchange should they elect to do so because of the registra¬ 
tion error. This result expressed the principle that a reg¬ 
istration statement with a misleading effect should be cor¬ 
rected for those to whom it related, whether or not the 
error was made with intent to mislead. 

But that result does not conclude the issue here. This is 
not a suit by a Piper shareholder claiming to have been 
damaged by the error in respect to the BAR or any other 
matter pertaining to the registration. Chris-Craft did not 
rely on or purchase under the registration statement filed 
in connection with the exchange of Piper shares for Bangor 
Punta securities and, for the following reasons, we cannot 
conclude that plaintiff merits, under the circumstances, any 
recovery under federal law on this branch of the case. 
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Chris Craft’s complaint with respect to the Bangor Punta 
statement is not based on the provisions of the Securities 
Act expressly designed for such complaints. Secs. 11 and 
12, 15 U.S.C. $$77k and 771. It does invoke the broad pro¬ 
visions of Section 10, 15 U.S.C. $78j and Rule 1 Ob-5, 17 
r.F.R. §240.10b-5, under the Exchange Act, and of Section 
14(e), 15 U.S.C. §78(n)(e), under that Act. It thus pre¬ 
sents us with the question whether and to what extent these 
general provisions can fairly be construed to override the 
more specific ones prescribed to implement private actions 
in complaint of registration statements. 

W e have no doubt that a violation of the registration 
requirements can, also, be a violation of Section 10b(5) and 
14(e) of the Securities Exchange Act. But the mere fact 
of a violation of registration requirements under the ’33 
Act does not automatically trigger Section 10b and Rule 
1 °b-5. The reasons and basis for invoking the ’34 Act pro¬ 
visions must exist independently. The essentials are mate¬ 
rial deception, some form of scienter and a causal relation 
between the deficiency and the harm complained of. These 
essential elements have not been established in this case. 
At a minimum, neither a form of scienter nor proof of 
causal effect was established here. 

Chris-Craft does not, in this Court’s view, stand in the 
position of the plaintiff in Mills v. Electric Autolite, 396 
U.8. 375 (1970) as being entitled to ask the Court to dis¬ 
regard traditional requirements that a causal connection 
be shown between the claimed violation and the injury. 
The attack in Mills was on a proxy statement which did 
not adequately disclose the true interest of directors who 
recommended a merger. This omission directly affected the 
shareholders on whose behalf the suit in Mills was 
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brought. 14 It was in that particular context that the Su- 
preme Court deemed sufficient a set of facts under which 
shareholders could be misled.” This does not aid Chris- 
raft as it is seeking to recover because of the effect which 
a misstatement allegedly had on third parties. 

ni, AP ^ er i 0l f e M 8 deCi8i ° n t0 tender t0 Ban « or Punt “ and 
Chris-Craft s failure to acquire the shares of such a holder 

cannot be held to be so clearly tied to the registration 

statement as to obviate the need for proof which would, at 

Chris-Craft 8 ^ 8 CaU8al C ° nneCti0n P roducin S damage to 

Chris-Craft was indeed a Piper shareholder. But it did 
not exchange any of its Piper shares for Bangor Punta. 
Its complaint is solely that of a defeated contender for 
control and it has asked this Court for a money award in 
the absence of evidence establishing a reasonable prob- 
a i lty that its defeat and damage were connected with 
e claimed violations. There is no proof that a single 
exchanging Piper shareholder would have refrained from 
the exchange and taken an offer for his shares from (phris- 
Craft instead of that from Bangor Punta. In a damage 
suit, as distinct from one for equitable relief, such proof 
is essential to sustain a 10b-5 claim. In effect, Chris-Craft 
seeks the windfall of a punitive award against Bangor 
Funta by a88 «™ng the role of defender of the public 

14 See, J I. Case Co. v. Borak, 377 U.S. 426 428 (1964t r“W» 

oT a l e :n 0n,y • i ■ Wh6ther §2? ° f the Act authorize. a ederal LZe 
° f . ® C B t ’°. n • • • to a corporate stockholder [arising from use a 
misleading proxy statement]’’ (emphasis added)) 

sSSSSSHSiffiS't 

ha !J he P roxy ■olieitation itself, rather than the particular 
defect in the solicitation materials, was an essential HnL- • 
accomplishment of the transaction.” Mills, 396 U.S at 385 10 * 
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Holders if there were material harm to them. 

Both Crane and Mills, supra, indicate that in 
case “tendency to result” h cate that in » proper 
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even where an offeror is not, as is Crane, in the position 
of a forced seller”, 419 F.2d at 798, leaves open the ques¬ 
tions of how the substantive standards of Section 14(e) 
are to be applied and what levels of proof are required to 
evoke their application 

Section 14(e) virtually tracks the language of Rule 10b-5, 
with certain notable exceptions, and our 10b-5 conclusions 
are dispositive of the issues as raised under Section 14(e). 
The differences in language are significant. Section 14(e) 
refers to “fraudulent or manipulative acts or practices” 
whereas Rule 10b-5 makes unlawful “any act, practice or 
course of business which operates or would operate as a 
fraud or deceit on any person” Rule 10b-5(c) (italics 
added), and contains a prohibition against employment of 
“any device, scheme or artifice to defraud”, Rule 10b-5(a) 
(language not present in Section 14(e)). In the context 
of the facts of this case, Section 14(e) adds no weight to 
contentions of Chris-Craft that it need not establish a nexus 
between the violations it charges and the damages it claims 
to have suffered. 

In addition to the charge of deficiency in the registration 
statement based on the BAR carrying figure, Chris-Craft 
has alleged the failure of the statement to reflect the terms 
of outstanding institutional loans, the relatively favorable 
treatment to members of the Piper family in the exchange 
(see n. 4 supra) and a guaranty to a group of Piper holders 
(the “Bolles” group), ostensibly for tax purposes, of a 
resale price for the Bangor Punta package of not less than 
32Va% of the value thereof at the close of the exchange. 
The Bangor Punta prospectus, while it did not pin¬ 
point each of the alleged deficiencies made it more than 
amply clear that special treatment was being afforded by 
Bangor Punta to management personnel of Piper—so that 
the willingness of these large holders to effect the exchange 
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for Bangor Punta may have been conditioned by their 
personal advantages as well as their views as to the best 
interests of Piper. Thus Chris-Craft’s charges, in essence 
that this motivation was not disclosed, resolve themselves 
into a dispute over adjectives. None of the registration 
errors, including the BAR item, went beyond mere negli¬ 
gent omission or misstatement of fact. 

4. Application of Rule 10b-6 

SEC Rule 10b-6 interdicts bids for or purchases of a 
security by or on behalf of the issuer of a security if the 
security is “the subject of . . . [a] distribution”. Included 
in the prohibitions are bids for or purchases of “any right 
to purchase any such security”. 1 ' 

Bangor Punta made three block purchases of Piper shares 
during the pendency of its exchange offer. It purchased 
78,600 shares from Fund of Funds Proprietary Fund, Ltd. 
(Proprietary) and two blocks, totalling 41,600 shares, from 
Bay Securities Corporation and American Securities. Chris- 
Craft claims that all three blocks were purchased in viola¬ 
tion of the Rule. Bangor Punta claims the benefit of an 
exemption from the operation of the Rule for the purchase 
from Proprietary. Rule 10b-6(a)(3)(2), 17 C.F.R. 240.10b- 
6(a) (3) (ii) (1971). 

The application of the prohibitory provisions of Rule 
10b-6 is not before us for de novo decision. The Court of 
Appeals has ruled that Bangor Punta’s purchases violated 
the first sentence of the Rule. However, it left open two 
vital questions to be decided on the remand. One is whether 
the exemption contained in paragraph (a) (3) (2) of Rule 

16 There is no dispute that, under the circumstances of this case, 
Piper stock was, within the meaning of the Rule, a “right to pur¬ 
chase” Bangor Punta stock. 
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10b-6 is applicable. The other is the determination of what 
remedy is appropriate. 

Paragraph (a) (3) (2) of Rule 10b-6 exempts 

unsolicited privately negotiated purchases, each in¬ 
volving a substantial amount of such security [in dis¬ 
tribution], effected neither on a securities exchange nor 
from or through a broker or dealer. 

As stated above, Bangor Punta claims an exemption from 
Rule 10b-6 only for the Proprietary block. A literal reading 
of the exemption requires a finding that the Proprietary 
purchase, like the others, was not exempted. 

Proprietary’s functions appear to have been solely to 
execute transactions for its associated mutual funds. 

The Proprietary purchase followed a visit by a Bangor 
Punta executive with officials of Proprietary in Nassau, and 
it appears further that Bangor Punta made a payment of 
750 per share to London & Dominion Trust Company, Ltd., 
which acted as nominee for Proprietary’s Piper holding. 11 
Absent any other cogent explanation for the visit the facts 
seem to point fairly at a solicitation of the purchase from 
Proprietary as the reason for the visit. It is so found. 

The Court has searched for substance in the 10b-6 con¬ 
tention behind the technical violation, in the context of a 


17 Chris-Craft claims that this was a commission payment. Bangor 
I unta asserts that it was a fee. Resolution of this issue is unneces¬ 
sary. Commission payments are not prohibited by the exemption 
(except bv implication from the exclusion of purchases through 
a broker). The status of the seller as broker-dealer as well as the 
solicitation involved in the Nassau visit are in themselves enough 
to deprive the transaction of an exemption under a literal readin" 
of paragraph (a) (3) (2) of Rule 10b-6. 
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claim for damages rather than in a suit for injunction. 11 
This search has not revenled such substance as to merit 
serious consideration of the charge as a basis for money 
damages. 

Despite the failure of Bangor Punta’s acts to match the 
literal prescriptions of the exemption, this Court cannot 
conclude that Chris-Craft has established any right to 
recovery under Rule 10b-6. Even granting that the 
block purchases resulted arithmetically in Bangor Punta’s 
achievement of control, there is no basis for concluding 
that, absent Bangor Punta’s acquisition of these blocks, 
Chris-Craft would have achieved its goal of control. Thus 
the record will not support a contention that Bangor Punta 
should, by reason of violation of Rule 10b-6, compensate 
Chris-Craft for the latter’s failure to gain control of Piper. 

1. Chris-Craft was not misled by the purchases of Piper 
stock effected by Bangor Punta during the “distribution” 

" It has been suggested in some quarters that Rule 10b-6 is of 
doubtful application in cases such as the one at bar. The stock 
bought by Bangor Punta was Piper stock, not its own. Since it was 
embarked on a program of purchasing Piper and its self-interest 
would cause it to seek to do so as economically as possible, it would 
have no reason to stimulate demand by others for or inflate the 
price of Piper stock. Its motivation would, therefore, be to adhere 
to rather than violate the purpose of Rule 10b-6. While Piper 
stock and not Bangor Punta stock was being purchased, the pur¬ 
chases fell within the Rule because Piper stock was exchangeable 
for the stock being distributed—i.e., Bangor Punta stock. Any rise 
in Piper would in effect depress the value of Bangor Punta secu¬ 
rities offered in exchange. But even if the price of Bangor Punta’s 
securities were somehow being stimulated that rise would be of 
no avail to Bangor Punta in the exchange. For market arbitrage 
would almost immediately raise the price of Piper to align it with 
the rising price of the Bangor Punta securities offered in exchange. 

These considerations, however, are foreclosed to this Court bv 
toe Court of Appeals which has found Rule 10b-6 to be violated 
and which remanded solely to have determined the question of 
the exemption and the appropriate remedy, if any, in the context 
of a suit demanding an injunction (which this no longer is). 


of Bangor Punta’s stock in the Piper exchange. The pri¬ 
mary purpose of Rule 10b-6 is to prevent bids or purchases 
by a distributor of securities which have a stimulating 
effect on the market. The Rule thus seeks to protect a 
potential buyer from paying a price for the security in dis¬ 
tribution other than that set by untrammeled market de¬ 
mand or from being misled into believing that the market 
demand is wholly that of independent purchasers. See 
SEC v. Scott Taylor and Co., 183 F. Supp. 904, 907 (S.D. 
N.Y. 1959). Chris-Craft was not in that position. It knew 
that significant large blocks of Piper stock were in existence, 
that Bangor Punta was as anxious as Chris-Craft to ac¬ 
quire those blocks and that Bangor Punta’s acquisitions 
(like its own) would place such blocks at a premium. 

2 . Was the public misled by Bangor Punta’s acts! Here 

too there is not a scintilla of evidence that any Piper holder 
was misled. And the absence of such evidence may be ex¬ 
plained by the fact that the acts of Bangor Punta here in 
question, while they did not comply with the literal terms 
of the exemption contained in paragraph (a) (3)(2) of 
Rule 10b-6, were nevertheless well within the spirit of 
that exemption. This is a root factor in determining 
whether the 10b-6 charge has real substance. For the 
exemption from the prohibitions of the Rule, in a vital 
sense, defines the basic purposes of the Rule by delineat¬ 
ing the kinds of transactions which have little, if any, 
tendency to radiate a stimulating effect into the genera 1 
market. 

If we lay the transactions complained of against the 
intent behind the words of the exemption provisions it be¬ 
comes clear that the block purchases fell within the intent 
of the exemption, if not within its words. 
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(i). Paragraph (a) (3) (2) requires that purchases, to be 
exempt, must be substantial. The obvious reason for this 
provision is to prevent fragmenting purchases in order to 
create the appearance of a spread of demand. There is no 
dispute that Bangor Punta’s block purchases were of a 
substantial nature. There is no evidence that Bangor Punta 
ragmented its purchases or otherwise acted to produce or 
heighten a stimulating effect on the market. 

(h). A distributor’s solicitation of purchases, while dis¬ 
tribution is in process, may have the same effect as pur- 
chases by the distributor. It may create an appearance 
of demand which is artificial in fact. However, while we 
have concluded that the visit of a Bangor Punta eieeutive 
to Nassau was to solicit a sale to Bangor Punta by Pro. 
prietary, it was not solicitation calculated to have the ef 
feet condemned by the Rule. There is no evidence that it 
was broadcast, or that it was otherwise radiated into the 
general market where it might have had the prohibited 
stimulative effect. And, even if the payment of 75* per 
share to Proprietary’s nominee bank were deemed to be 
part of the inducement to acquire the block, that fact does 
not change the local and unpublicized character of the en¬ 
tire Proprietary transaction. 

(m). A purchase on an exchange cannot be exempted. 
The reason is obvious—and casts a consistent light on the 
prime purpose of the Rule; a purchase on an exchange be¬ 
comes a broadcast item and consequently one of the com¬ 
ponents of the price trend of the security. The purchases 
complained of were not effected on an exchange. 

(iv). Purchases from or through brokers or dealers can¬ 
not, technically, be exempted. This element of the exemp¬ 
tion has the same function as the requirement that the 
purchase not be made on an exchange. Brokers and dealers 
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are constantly quoting, broadcasting and varying their 
quotes with indications of change in supply and demand. 
Thus a purchase from or through a broker or dealer, even 
though in the over-the-counter market, may have the same 
tendency to affect market price. But neither Proprietary 
(from which 78,600 Piper shares were purchased) nor Bay 
Securities Corporation (from which blocks aggregating to 
21,600 Piper shares were purchased) was a broker or 
dealer in the conventional sense. Both were “in-house” 
facilities of mutual fund complexes acting for the funds 
they served. As such they may well have had the policy 
of secrecy which characterizes the operations of many 
funds during the period of acquisition or disposition of 
blocks. It is a common mutual fund practice to report 
even significant trades under a “miscellaneous” and un¬ 
identified rubric until the intended amount to be purchased 
or sold has been reached—and then often only in periodic 
reports after the fact and merely as a change buried in 
a list of one hundred or more portfolio holdings. 1 * 

5. Piper Product Problems 

We deal here with the complaint of Chris-Craft that, as 
a purchaser of Piper securities, it relied to its detriment 
on statements of Piper rendered materially false and mis¬ 
leading because of certain vital omissions. 

Piper, in its 1967 and 1968 annual reports and in certain 
other public statements, had issued optimistic reports about 
a new development (the Pocono plane) and about a princi¬ 
pal product (the Twin Comanche) the latter accounting 


11 Some time after the occurrence of the events liti rated in tVii« 

rt.*' 1 Ob-13. That RuVXS (wKh“ 

ceptions not here pertinent) any purchase by a tender or exchange 

tha " t u r0U * h the tender °r exchange. It is a 
post hoc regulation which cannot be applied here 
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for a significant portion of its revenues. In fact, both of 
these products were facing serious problems. The Pocono 
depended for its successful development on an engine to 
be created by Avco Lycoming. Lycoming, despite its at¬ 
tempts to create one with the required horsepower, failed 
to do so. The Pocono project, whose continuation or aban¬ 
donment was a subject of dispute within Piper, was in fact 
abandoned by Bangor Punta shortly after it acquired 
control. 

The Twin Comanche, while it was extensively sold and 
used, had operating characteristics which required especial 
skill and alertness of the pilot for safe handling. At some 
time or other various governmental agencies had noted 
and commented on these characteristics and between its 
inception in 1962 and May of 1969 the Twin Comanche had 
been involved in 62 fatal accidents resulting in over 130 
deaths. Of the 62 accidents, 29 were the result of stall-spins 
—a propensity of the plane apparent from prior tests. 

Chris-Craft complains of a 1967 annual report which 
described the Pocono as Piper’s “major advanced research 
project”, that indicated that the plane was undergoing 
flight tests, that deliveries of the plane were expected to 
begin in 1970 and that plans were in progress to build a 
plant in Florida for manufacture of the product. 

The specific criticism levelled against this report by 
Chris-Craft is as follows: 

Nowhere was the public cautioned that the plane being 
tested had only an interim engine, that Avco Lycoming 
had not yet delivered or manufactured the engine re¬ 
quired for the plane, and that the success of the ven¬ 
ture hinged entirely on the ability of Lycoming to 
produce an engine powerful enough for the Pocono to 
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meet FAA certification requirements or that it had 
encountered difficulties and delays in doing so. 

Piper, on its side, points to statements in its reports and 
m trade articles which it claims put the Pocono project in 
its proper perspective as an “experimental project” “being 
tested”. It asserts that at no time until September, 1969, 
was there a discussion of abandoning the project, let alone 
a decision to do so. Piper points out also that as late as 
August, 1969, Lycoming said that it could produce, prompt¬ 
ly, the required engine for the Pocono. And the testimony 
of Bangor Punta’s chief executive indicates that cost (as 
well as engineering) was a significant factor in his decision 
to abandon the project. There is every indication that if 
the Pipers had remained in control, the Pocono would not 
have been abandoned. 

W e cannot find that Piper’s statements, even when viewed 
in the light of subsequent difficulties and eventual abandon¬ 
ment of the Pocono project, could be deemed materially 
false as of the time they were made. Chris-Craft denies 
that it is exercising “hindsight”. However, the problems 
it points to, viewed as of the time of Piper’s statements, 
seem little different from those attending many eventually 
successful product developments. While it is not easy, in 
considering the Twin Comanche, to avoid interlacing into 
the issues of this case the general public policy of air 
safety, that must, in this Court’s view, be done. Chris- 
Craft has not shown that adjusting the Twin Comanche 
would be so costly or that limiting the plane to use by 
experienced pilots would so seriously damage Piper’s fu¬ 
ture as to require it to damage itself by the disclosures 
claimed necessary to avoid the charge of fraud. 

The evidence is convincing that Chris-Craft’s original 
decision to acquire Piper was made without knowledge of 


/ 


40 A 


32 

the Pocono and Twin Comanche problems—and avowedly 
with knowledge of little more than what was carried in 
standard reference sources available in brokerage offices. 
Despite the fact that by April, 1969 Chris-Craft had two 
representatives on the board of Piper it did not, it claims, 
learn of the Pocono and Twin Comanche problems until 
September of 1969. By then, its purchasing was over and 
Bangor Punta was in control. 

However, the record affords considerable support for the 
conclusion that Chns-Craft went into its stock purchasing 
with no concern about these product problems. The record 
fairly requires the inference that incidents involving the 
Twin Comanche and official reports on its operating char¬ 
acteristics could have been timely learned and timely ap¬ 
praised by anyone wishing and able to commit millions 
to a campaign for control of Piper. The claimed lack of 
knowledge or notice of product problems is not credited. 

Chris-Craft asserts that it relied on Piper’s statements 
(claimed to be misleading because of omissions) respect- 
ing the Pocono and Twin Comanche in making its heavy 
investment in Piper. However, Chris-Craft has not con¬ 
vinced the Court that these products, or what Piper said 
of them, were considered or material in Chris-Craft’s in¬ 
vestment decision. To demonstrate the materiality of the 
Pocono development, Chris-Craft asserts: 

Technology Fund, a mutual fund with no greater 
expertise about the aircraft industry than Chris-Craft, 
was Piper’s largest record shareholder outside of the 
Piper family as of January 1969. ... A Technology 
Fund research report dated November 19, 1968—more 
than a month before Chris-Craft’s first purchase of 
Piper—stated, in part: 
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At 52 Piper is adequately priced and little apprecia¬ 
tion is expected until the anticipated extremely favor¬ 
able third quarter. Quite possibly Piper could go to 
18 times 1969 earnings, which produces a price of 63. 
However, at that level, it would be fully priced and 
sale would be in order except that before sale, the 
Pocono’s outlook should be reviewed, as it really 
dominates Piper’s future. 

The demonstration shows more than it was intended to. 
As matters stood when the Technology Fund report was 
written, the Fund was not misled by Piper’s reports. It 
appraised Piper as “adequately priced” at 52. A price 
of 63 would justify a sale unless a later review of the 
Pocono development might indicate otherwise. 

Chris-Craft, within weeks after this report by the ex¬ 
perts of the Fund, paid the Fund more than $6,500,0U to 
acquire some 101,000 Piper shares held by the Fund. With 
no more (and perhaps less) information at the time than 
was then available to the Fund’s experts it over-anticipated 
the Fund’s most bullish possibility of market value ($63) 
based on earnings reports and bought deep into the future 
of Piper and, it claims, Pocono. The “materiality” of the 
Pocono development is amply demonstrated by this Fund 
report, but, significantly, materiality as a possibility to 
be closely watched, not one to be blindly bought. Chris- 
Craft did not rely on Piper’s statements in this regard. 

In balancing equities in suit by an ordinary investor 
this Court might weigh differently the competing duties 
of Piper’s management: on the one hand, to avoid damag¬ 
ing the company by airing internal problems (which with 
respect to Pocono did not at the time foreshadow the 
ultimate abandonment of the project and, with respect 
to Twin Comanche, were not as irremediable as Chris- 
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Craft wishes us to believe) and on the other hand, to 
avoid a misleading effect in its published statements. Bat 
Chns-Craft, under the circumstances of this case, does 
not merit a weighing in its favor of so delicate a set of 
duties. In effect, Chris-Craft’s management is attempting 
on this issue to enlist the Court’s aid in passing over to 
others the burden of a purported harm to Chris-Craft’s 
shareholders which Chris-Craft’s management could well 
have avoided by reasonable inquiry. The credible evi¬ 
dence adduced in Chris-Craft’s favor does not warrant 
such a result. 

The Claim against First Boston 

First Boston and Paul L. Miller and Nicholas H. Bayard 
of First Boston (the “First Boston defendants”) were 
joined as parties defendant herein. On the basis of the 
record, the Court cannot find that they committed, or 
engaged in any course of conduct which operated as fraud 
or deceit upon Chris-Craft or the public shareholders of 
Piper. 

Indeed, were the record to support Chris-Craft’s claims 
with respect to Piper and Bangor Punta (which it does 
not) the Court would be hard put to find any basis for 
extending liability to the First Boston defendants. 

First Boston, in its capacity as an investment banker, 
rendered a variety of professional services to Piper Air¬ 
craft Corporation, Bangor Punta and members of the 
Piper family. In each case, substantive decision making 
power rested with and was exercised by these clients and 
not First Boston. First Boston was not responsible for 
the Piper letter to shareholders dated January 27, 1969 
There is no evidence that it did more than contribute to ' 
the letter a suggestion within its area of expertise (invest- 
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rnent prospects in the light aircraft industries generally), 
of which plaintiff does not complain. 

The suggestions to Piper made by the First Boston 
defendants in respect to: the cash tender offer by Chris- 
Craft, the Grumman agreement, the press release con¬ 
cerning Grumman, the 17.8. Concrete and Southply trans¬ 
actions, the May 8, 1969 agreement between Bangor Punta 
and the Piper family, the May 8, 1969 press release in 
connection therewith, the purchases by Bangor Punta of 
large blocks of Piper and the prospectuses on the Piper 
exchange offer, were a legitimate exercise of and limited 
to professional advice within the area of expertise of 
First Boston. 

The activity of First Boston in the course of its pro¬ 
fessional relations with Piper, the Piper family and 
Bangor Punta does not render it responsible or liable for 
the actions of its clients. The record compels the conclu¬ 
sion that the First Boston defendants acted solely in the 
furtherance of what they believed in good faith to be the 
legitimate interests of their clients. 

The Relief Requested 

The Court of Appeals, with all Judges concurring, 
affirmed Judge Tenney’s denial of a preliminary injunc¬ 
tion and the case was remanded to the District Court for 
further proceedings not inconsistent with the majority’s 
opinion. However, at a pre-trial conference, the plaintiff 
announced its election on the record to have its case con¬ 
sidered as only a straight non-jury damage case rather 
than an equitable suit for injunction. No such case had 
been tendered to the Court of Appeals for consideration 
and the merit of Chris-Craft’s suit in support of a damage 
claim was not before the Court of Appeals. 
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present in the case at bar. 

Chris-Craft evaluates its damages in terms of the 
appraisal value of its Piper stock in the light of the ability 
of Bangor Punta to compel a merger at any time 
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Counterclaim of Piper Aircraft 

Piper has asserted a counterclaim against Chris-Craft 
charging that the latter violated Sections 13(d) and 14(e) 
(as well as 10b) of the Exchange Act.” This counterclaim 
repeats virtuaHy all of the contentions made by the plain¬ 
tiff in Bangor Punta v. Chris-Craft, S.D.N.Y. 69 Civ 2354 
winch is being decided this day. Piper asks this Court to 
fashion an appropriate equitable decree to deprive Chris- 
Craft of the benefit of its violation.” 

Piper was the unwilling target of Chris-Craft’s bid for 
control of Piper. To avert what it deemed to be a raid by 
( iris-Craft, it invited Bangor Punta to compete with Chris- 
Craft. Bangor Punta acceded and (with the aid of the sub¬ 
stantial blocks of Piper stock held by the Piper family and 
other significant cooperation of Piper’s management) it 
won the contest. While both contestants may, today, be less 
than happy at the outcome, Piper was the prize, not a 
contender. The Court is at a loss to envisage any form of 
equitable (or other) relief to which Piper might in reason 
and justice be entitled. Piper’s case against Chris-Craft, 
like Bangor Punta’s rests shakily on surmise and specu¬ 
lation and much of it, even if sustainable, is irrelevant to 
any damage which Piper does or could claim. 

The counterclaim of Piper against Chris-Craft is dis¬ 
missed for failure to sustain the burden of proof thereof. 

The foregoing shall constitute the findings and conclu¬ 
sions required by F. R. Civ. P. 52(a). 

So Ordered. 


December 10, 1971 


Milton Pollack 
TJ . 8. District Judge 


* 3 §13(d), 15 U.8.C. §78m(d) (1971) • S14(el 1*5 119 0 K 7 o 
(1971); §10(b), 15 U.8.C. §78j(b) (1971 ). §78n(e) 
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POLLACK, District Judge. 


This cross action by*Bangor Punta, a defendant in 
Chris-Craft v. Bangor Punta.ct al (S.D.N.Y. 69 Civ. 2227) 

* r* 

decided this day, arises out of the bitter struggle between 

• • 

the two .companies for control of Piper Aircraft Corpora¬ 
tion. That struggle ended in the marketplace with Bangor 

Punta in control and continues in the complaints and cross 
• ~\ 

complaints by the parties against each other arising out 

1 / 

of their competition. ' 

The principal facts are setout in this Court's 
opinion in S.D.N.Y. 69 Civ. 2227. They will be deemed 

incorporated and need not be repeated at length here. 

• • 

Chris-Craft sued for damages a3 the losing contender 
for control of Piper by reason of Bangor Punta's alleged 
wrongful acts, Bangor Punt* countered by charging, in 
essence, that because of the wrongful acts of Chris-Craft 

it paid more than it would otherwise have paid to acquire 

. * • • • • • 

control of Piper. Both suits were tried together. • 


1/ Piper, the target company, asserted a counter claim 
against Chris-Craft in S.D.N.Y. 69 Civ. 2227. 
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Bangor Punta adduced no proof specifically in its 

case as plaintiff, it seeks support for its contentions 

• • 

in the record developed in Chris-Craft v. Bangor Punta 

et al , (S.D.N.Y. 69 Civ. 2227). 

_ . . I 

This complaint, like that in the companion case, is 

. replete with charges of breach of the requirements of secur- 

• • 
lav/c a;*d rul^s.. Like the other, it has been brought 

• # • • 

and. tried as though any such breach by a competitor auto- 

* # * * 

statically creates wi. “falls for a sophisticated and well- 

• • • • 

financed contender for corporate control.* It' must be 
remembered that this is an action* by the willing and winning 
contender which bought Piper stock with its eyes open, 
presumably paying what it deemed control of Piper to be 
. The Court has here been especially challenged to 
maintain its footing in the realities and the equities 
?tf searching (in vain) for credible evidence establishing 
rausai connections between alleged violations and action¬ 
able damage. • : 

The Contentions • ■ 

• . . . . • . 

* ^ a ) Bangor Punta insists that the plan of Chris- 

Craft to acquire control of Piper existed before the time 
when, according to Chris-Craft, the plan was formulated 


v, 


I 
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and that Chris-Craft concealed its true purpose from a 
registration statement filed with SEC to raise capital 

for purchase and from prospectuses legally required 

. * • 

to be used durirg o period when.its unrevealed plan to 

• ’ 

obtain control of Piper was in existence. ’ * ; 

T * • •• * 

We comment here on this contention because it is. 

\ • 
typical of others in the case. ■ Even if it rested oi\ more 

than mere surmise, it raises r.o issue proper to a .» 

pla intiff in Pangcr Punta's posture. Bangor Punta was 

I 

not a purchaser of securities issued under the statement 

• ' I ' 

of which it complains. There are possible links of rele¬ 
vance between the alleged deficiency in the registration 

statement and Bangor Punta's campaign. But they ate not * 

• • • • 

links to liability of Chris-Craft to Bangor Punta. Thus: 

(1) If the registration statement were material¬ 
ly misleading there might be room to argue that Chris-Craft 
obtained by illegal means the money used to compete with 
Bangor Punta. There might then be examined the rights of 

those from whom the money was so obtained. But the Court 

\ 

• • • 
sees no basis for awarding damages to Bangor Punta because 

Chris-Craft failed to disclose to its sources of funds its 

intended use of those funds. ... * .’ 

• • 

X \ 

' \ ' .. 
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(2) If Chris-Craft did intend to use the proceeds 

of this registered issue to obtain control of Piper, a dis- 

• • • • . • . 

closure of that fact would have given Piper (and/or>Bangor 

% * • 

punta) an earlier opportunity than they had in fact to pre- 
• • 

pare, a counter-ca. paign. However, Chris-Craft owed no duty 

• * • 

tp Piper or Bangor Punta to announce its intentions for 

I . ’ 

their benefit. Its disclosure obligations (assuming they 

• 1 ‘ \ . 

existed as alleged) in the prospectus complained of or in 

i ' 

13-D reports, were for the benefit of investors with whom 

' I , 1A/ 

■Chris-Craft would be dealing in its campaign for control. 

Bangor Punta does complain o^ failure to make — and of in¬ 
adequate — 13-D statements. Thus: 

* • •. • 

(i) It asks us to find that Chris-Craft and 
the broker it used to buy Piper stock constituted a "group" 
cr ’“syndicate" whose intentions should have been reported. 

(ii) It contends that 13-D statements made 

by Chris-Craft should have disclosed that (as alleged by 
• • 

Eangor Punta) cash used in Chris-Craft*s tender offer was 
borrowed and that such use of the cash would constitute a 

default under certain of Chris-Craft's arrangements with 

1 /“ • • 

* • 

its creditors. 

lX7 See. GAF Corporation v. Mi3stein , 324 F.Supp. 1062 at 
1070 (S.Dj^.Y. 1971)(Pollack,J.) "the Williams Dill concen¬ 
trated or/lnvestor protection goal rather than on providing 
protection for management’s ability to repel raiders." 
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• # 

The first of these contentions is not only far- 

fetched, but is‘wholly out of Bangor Punta's reach as a 

weapon against Chris-Craft. The latter contention would 

• . • 

* % # 

be a dubious one even if made by a Piper stockholder to 
.whom the statement is specifically addressed. For that 

9 • 

stockholder either tenders and walks off with cash or 

• • 

remains a Piper holder having no concern with Chris-Craft's 

. 2 / .. 

relations with its creditors.* - 

• • 

(b) Bangor Punta alleges that Chris-Craft opened 

a "secret" "numbered" account at a brokerage firm which 

assisted it in locating and acquiring large institutionally 

■held blocks of Piper. At least one institution (Technology 
• . 

Fund; it is claimed, to which Chris-Craft paid $65 per share 
for more than 100,000 shares of Piper — at a time when 
the market was in the low fifties — simultaneously made a 

2/ The situation is not the same, of course, in a registra¬ 
tion statement covering an offer of exchange. • There the 
•accepting holder of target company stock is destined, to be¬ 
come an investor in the offering company — with a strong 
interest in that company's relations with its creditors. 


v 




large purchase of Chris-Craft stock in the open market. 

The alleged purpose of this allegedly pre-arranged move 
was to "Stabilize or manipulate" the price of Chris-Craft ^ 
common. Chris-Craft planned to include in its acquisition 
• program an offer of exchange of Chris-Craft for Piper 
securities. Obviously, a high price for Chris-Craft 
common would greatly facilitate such an exchange. ’ 

(c) Several other institutions (one of which had 
tendered Piper stock to Chri.s-Craft for cash during the 
pendency of a Chris-Craft tender offer) also bought large 
amounts of Chris-Craft on the open market, in the month 
shortly before Chris-Craft filed its registration state- 

I 

ment to cover its proposed exchange offer, these institu¬ 
tions purchased some 231,800 Chris-Craft shares (more 
than 17%) of the number outstanding. These purchases 
caused the daily average of trading on the Hew York Stock 
Exchange to increase from 7,500 shares to 23,400 shares. 

The price of Chris-Craft common, during this month, Yose 
to 45% above the average of its closing prices for the 
weeks preceding these purchases. 

By mid-1970, with the serious market decline, 
notably in prices of stocks of conglomerates, the institu- 
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tions were taking heavy losses. Their liquidations of 
position, Bangor Punta claims, were designed to do the 

least damage to the price of Chris T Craft and hence to the ^ 

• » * * . 

progress of Chris-Craft's exchange offer program. 

I 

• 

I(d) While its cash tender offer for Piper stock 

I , 

was open Chris-Craft was also buying Piper stock in the 

• ' i v 

open market. This was a violation of S.E.C.'s Rule 10b-6 
• * • 

* • * ' • 
and the Commission, .upon becoming aware of what was 

I . ... i 

happening, ordered Chris-Craft to cease these purchases. 

« • I 

l • * 

Thereupon at least *>ne institution (which had previously 
sold a large block of Piper to Chris-Craft) purchased • 
piper stock in the open market and tendered the shares to 
Chris-Craft. Bangor Punta claims the transaction to be a 
device to have done by others what Chris-Craft could not 
do itself. ‘ ; i 

; ' I 

Bangor Punta bottoms its case on Rule 10b-5 under 

3/ 

the Securities Exchange hct,“ claiming that Chris-Craft•s 

"integrated" bid for control of Piper was in its entirety 

a "manipulative and deceptive contrivance" whose total 

\ 

. t • # 

effect was to inflate the price of Piper stock and so to 

damage Bangor Punta as a purchaser of that stock. It cites 

Eagle v. Horvath , 241 F. Supp. 341, 344 (S.D.1J.Y. 1965) 

^• • • 

3/ 17 C.F.R. §240.10b-5 (1971) 

• . • • 
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for the proposition that while a thoroughly legal campaign 

by Chris-Craft for control of Piper might also have raised 

the price of Piper stock, it must make restitution for hav-^, 

4/ 

ing done the same thing by illegal means. It cites other 

cases ‘for the propositions that privity between buyer and 

- . • • 

seller' is not a* essential condition for application of 

Rule 10b-5, Fischmnn v. Raytheon , 188 F.2d 783, 786 (2d. 

'5/ 

Cir. 1951) and that manipulative activities unrelated 
to the plaintiff and not designed to induce the plaintiff 

4/ Horvath and apposite cases, if at all applicable here, 
are in an important sense contrary to Bangor Punta's posi¬ 
tion. Bangor Punta asks us to regard the entire Chris- 
Craft program as fatally tainted because of alleged viola¬ 
tion spots in the program. It does not bear the burden of 
showing the causal relation between the violations them¬ 
selves and its.damage. Yet, the holding in Horvath is 
precisely that such a relation is a vital issue. In 
Horvath a motion for summary judgment in a stockholders* 
suit was denied because there was, at issue, the question 
whether an alleged false prospectus in fact motivated 
stockholder votes on the plan being attacked in the case. 

We did not, at Chris-Craft's instance, spread the 
taint of single alleged violations by Bangor Punta over all 
of Bangor Punta's campaign. We see no warrant for a con¬ 
trary treatment of Bangor Punta'a contentions here. 

5/ in Fischman , the Court (Frank, C.J.) pointed out the 
difference in proof required to sustain a Section 11 suit 
under the 7\ct of 1933 and a Section 10-b suit under the 
Act of 1934. In the former the plaintiff's burden is to 
show an acquisition of the direct subject of a registration 
statement while in the latter, any deceived purchaser rely¬ 
ing on a fraud may sue. 
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to buy or soil are, nonetheless, actionable. Cochran v 
Cor p. — * ■ 

Chaining / ill F." Supp. 239 (S.D.N.V. 1962) .•-' 'sarlie y, 

E«_L._Bruce Co.. 265 F. Supp. 371 (S.D.N.Yl 1967) M 
Characterizincj itself as a buyer of Piper "deceived" by the 

manipulative activity of Chris-Craft, Bangor Punta also in- 

■ • 

Vokes g£. ar >o Co. v. Wostincrhouse Air Brake Co. . 419 F.2d 7.87 
(2d Cir. 1969)- , cert, denied , 400 U.S. 822 (1970). 

-{ v. Channing was a suit by a holder of Agricultur- 

al insurance Company stock who sold at depressed prices.and 
allegedi that Channing Corporation, the defendant, dominated 
the Company, formed an undisclosed plan to secure control 
of it by offering an exchange of stock of another company 
for Agricultural and by purchasing Agricultural stock at 
depressed prices caused by lowering.Agricultural•s dividend 
and o;her similar practices. Judge Dawson of this District 
.held the complaint good under Rule 10b-5 against a motion 
•to dismiss fer lack of privity. The case cannot support the 
contentions of a plaintiff in Bangor Punta's posture. it 
cannot claim itself a beneficiary of any fiduciary obliga-- 
tion of Chris-Craft such as was deemed by Judge Dawson to 
be owed by Channing to the plaintiff. 

1X p ■ V - Bruce se ems wholly inapposite. If involved a 
default dismissal of plaintiffs action and concerned itself 
largely with the measure of damages in a counterclaim by a 
.company (Bruce) whose president (Gilbert) allegedly used mis- 
ppropnatea funds in an attempt to capture control of 
Celotex Corporation. 

8/ Crane v. Westinghouso. is beside the mark. There, the 
alleged market manipulation was effected for the express 
purpose of preventing a competitor for control from succeed¬ 
ing in its bid and the facts pleaded showed a distinct 
causal nexus between the manipulation and its actual and 
intended result. To suggest that Chris-Craft, itself an 
avid buyer of Piper, "manipulated" the price of Piper upward 
and to characterize Bangor Punta as a buyer "deceived" by 
this manipulation strains even credulity. 
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Other aspects of Chris-Craft's program are complain¬ 
ed of - quite apart from their place in an overall scheme 
alleged to be"unlawful. 

• • 

I *■* The al legedly induced purchases of Chris-Craft 
common by institutions preceding the Chris-Craft exchange 
offer are alleged to be manipulations in violation of 
Section 9(a)(2) of the Exchange Ac \r which inflated the 

f • 

price of Piper common, as well as that of Chris-Craft 

I ; ' I 

Crane, supra,-is cited as authority for Chris-Craft•s 

I 

liability! 

’s • 

2. Bargor Purta has reached into the Investment 
Company Act of lWO. 15 U.S.C. §80a-l et se*., in its search 
for deficiencies in Chris-Craffs program and purports to. 
have found one in.Section 17(a), 15 U.S.C. §00a-17(a)(1971) 
of that Act. The Section (together with relevant ^cction 
2(a)(3), 15 U.S.C. §80a-2 (a) (3)) provides that 

I'" ^ C ^°" 9(a } (2) ' 15 U.S.C. §78i(a) (2) (1971), reads:' 

It shall be unlawful for any person, ... to effect, alone 
or with one or more, other persons, a series of transactions 
in any security registered on a national securities exchange 
creating actual or apparent active trading in such security 
or raising or depressing the price of such security, for 

the purpose of inducing the purchase or sale of such secur¬ 
ity by others." 
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without an express order of S.E.C. 

Sec. 17(a) It shall be unlawful for any affiliated^ 
person or promoter of or principal underwriter for 
.a registered investment company (other than a 
company of the character described in Section 12(d) 
i (3) (A) and (C )), or any affiliated person of such 
; a person, promoter, or principal underwriter, 

. . 'acting as principal ... 

' (2) knowingly to purchase from such registered 

company, or from any company controlled by such 
Registered company, any security or other property 
. j(except securities of which the seller is the 
lissuer) ... j . 1 


' .Sec. 2(a)(3) "Affiliated person" of another person 
means (a) any person directly or indirectly - owning, 
controlling,- or holding with pov/er to vote 5 per 
centum or more of the outstanding voting securities 
of such other person; (B) any person 5 per centum 
• . or more of whose outstanding voting securities are 

directly or indirectly owned, controlled, or held 
with power to vote, by such other person; ... 

• • 

Since, at the time Chris-Craft made its purchase 
from Technology Fund, supra , both it and the Fund owned 

I 

more than 5 % of Piper, Chris-Craft was an affiliate of an 
affiliate of an investment company and prohibited from mak¬ 
ing the purchase without prior order of SEC. No such order 

was ever requested. 

The Merits of the Contentions 

Chris-Craft*s response to Bangor Punta’s charges 

is to label Bangor Punta*s case as "sheer fantasy" and 

its inferences as "Kafkaesquc logic". Chris-Craft 1 s 
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, • 

• • 

attacks on the evidentiary underpinning and legal support 

of Bangor Punta's case would require a minute considers- 

• . . . • • • 

tion of the record and of precedents cited were this 

Court to accord to Bangor Punta the status of damaged 
innocent which it claims for itself. * \ 

t * , 

But Bangor Punta cannot wear that mantle. It was 

the will?nq and winning contestant in a hard fought and 

(for b^th sides) enormously expensive struggle for 
. • • • 

control* . 

This Court will readily aqree that Langor Punta • 

paid more to acquire control of Piper than it would have 

if Chris-Craift had not, by the time. Bangor Punta entered 

the contest, already been well on its way in acquiring 

Piper stock. Indeed the possibilities are that, if Chris- 

Craft had not already shown itself to be so powerful a 

bidder for control, Bangor Punta's cost would have been 

zero. For the record is ineluctably convincing that 

Bangor Punta came in at Piper's urging and specifically 

to resist Chris-Craft. ' 

• • * • 

. .. In dealing with Chris-Craft v. Bancor Punta e*~ al , 

s upra , this Court made it clear that it would not, at the 

y 
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behest of a disappointed contender in a battle for corporate 

control, necessarily take the same view of the requirements 

• , • • • 

# • 

of the secviritics laws and rules as it docs in cases of 
• • 

claimed injury to the average public investor. These con¬ 
siderations apply with even greater vigor to actions by 
the winner complaining that he was forced to overpay. 

Bangor Punta's claim of "integrated" and "concerted" 
efforts by "coparticipants" has no more weight .than similar 
language aimed by Chris-Craft, as plaintiff, against 
Bangor Punta as defendant. Chris-Craft has amply disposed 
of several of Bangor Punta's factual contentions (as e.g., 

its charae that an originally submitted and then deleted 
« 

portion of Chris-Craft.'s registration statement to cover 
its debenture issue in December 1968 "evidenced" ar. undis¬ 
closed intention to acquire Piper with the proceeds). 

But even taking on their face each of Banqnr Punta's 
/ • • 

charges of violations leaves us asking why Bangor Punta 
should be made a money beneficiary. The price it paid for 
Piper it paid with open eyes. The rapport between it and 
the riper management should have given it mere easy access 
to information about Piper than was available to Chris- 

> : 
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Craft — even with two Chric-Crnft representatives 
on the Piper board. Its inducement to pay the prices 
it did for Piper control was not in any one or combina¬ 
tion of the violations it seeks to lay at Chris-Craft's 

i • 

door step. The inducement was its own determination 

' 11/ N 

to have control. 


.|However, even if Banger Punta were an apt plaintiff 

i . . 

to raise the shield of the securities laws and rules for 
its protection, this Court wjould have great difficulty in 
finding — on facts and law —= that a convincing case has 


11/ The disposition of this case and of Chris-Crafr. 
v. Bangor Punta et al , S.D.N.Y. 69 Civ. 2227 eliminates 
any requirement for findings as to damages. Were such 
findings necessary, this Court could give no weight to 
the unsubstantiated and cursory evidence presented on 
behalf of Chris-Craft. On the other hand, the careful 
and well-documented analysis presented by the-expert for 
Bangor Punta was persuasive in the main on the issue 
of fair market value of Piper stock in or about May, 

1969 during,but uninfluenced by, the contest for control 
and fair market value uninfluenced by extraneous 
factors at the time of the trial herein in March, 1971. 
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been made out. Bangor Punta did not carry its burden of 
persuasion on the issues presented in its case against ^ 
Chris-craft. its basic claim that chris-Craft "manipulated" 
upward the price of Piper stock asks us to assume .that 
Chris-craft massaged the market against its own interest — 
since Chris-craft was in an acquisition campaign — and' ' 

i . • • • 

• that Bangor Tunta, amply aware bf what Chris-Craft was 
doing: jand bidding Clris-Craft up. was somehow victimized ' 

. . 12/ I • 

y his massaging. - The claim is patently untenable. 

Its claim that purchases of bhris-craft common by institu¬ 
tions were arranged for manipulative or evasive reasons are 
pure surmise — such basis as they do have is purely cir¬ 
cumstantial and lacks the persuasive power needed to support 
auch charges. The charge that in disposing ofchris-craft 
holdings the institutions acted to produce-the least possible 
disturbance of price does no more than charge .the institu¬ 
tions with ordinary prudence in their management of their 

affairs. ’ '* 

—--— an i nnocent 

He. net " il H n9 "*? s ° ( 7 b,J /« to pay a manipulated price 
tion n t ?5 1VC him of a right to complain of the manipula 
tion. But the essence of a manipulation is the execution of 

activit ? nS ° cting Prices or actual or apparent market 
VX H for tho P ur P° s e of inducing others to buy or sell 

ScL of r^ rnft ; S i nitial and subsequent bids raised the 
fL of Pl P e f stock these bids were for the bona fide pur- 

buy°the St ° Ck ** ^ 
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The charge of violation Of Section 17(a) of the 
Investment Company Act, 15 U.S.C. §80a-17 (a) (1971) has 
some surface plausibility but as little*substance as the 
others. That section can apply to the Chris-Craft- 
Technology Fund transaction only upon a most abstrusely 

• r ... 

technical retiding. It is not clear whether the mechanics 

• , • • • 

of transfer and delivery and the "as of" dates for voting 

. of Piper stock at a forthcoming meeting were such as to 

truly vest in Chris-Craft voting power for its 5% plus 
• • " 

holding in Piper at the time. Even if it did have that 
power, th« record before this Court is convincing that 
Chris-Crnft,•did not then or thereafter, exercise any 
controlling influence in Piper. Section 17(a) was 
designed to protect an investment company in its transac¬ 
tions with affiliates. in view of the price received by 
the Technology Fund ($65 per share as against the then 
market in the low fifties) and of subsequent events, it 
is difficult to discern any harm to the Fund in its sale 
of Piper stock to Chris-Craft. Bangor Punta is, under the 
circumstances, well beyond the pale of protection fairly 
bY Section 17(a) of the Investment Company Act. 
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Bangor Punta's charges, compiled' by able and diligent 
counsel, are an illuminating catalogue of pitfalls in the 

\ 

path of a contender for control of an urtwilling target, 

% • « 

competing with a well-financed adversary. However, the 
.diligence is misplaced. The alleged-breaches must, not 

• r 

. onl y be supported by credible evidence but must, importantly, 

• • • # • • 

be causally linked to damages. The complaint falls short ’■ 

. on both scores. • 

The complaint is dismissed for failure' to sustain 

• • 

with credible evidfnee, the burden of proof cast upon the 
plaintiff. 

• • 

# • 

The foregoing shall constitute the findings and 
conclusions required by F. R. civ. p. 52(a). 

SO ORDERED. 

| 

• I 

Original* SigncO 
Milton Pollack . 

. • 

December fC, 1971 

• U. S. District Judge 


^ .... 
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• . / , • 

POLLACK, District Judge. — • - 


This is one of a series of cases in this Court 
arising out of a contest between Bangor Punta Corporation 
("Bangor Punta") and Chris-Craft Corporation for control 
of Piper Aircraft Company ("Piper") — a struggle in 
which Bangor Punta emerged, in September, 1969, with 
control of Piper .~ 


Here the Securities and Exchange Commission 
( Commission") asks the Court to enjoin Bangor Punta from 
violating the Securities Act of 1933 and the Securities 
Exchange Act of 1934 and to order Bangor Punta-to make 
an offer of rescission to holders of Piper stock who “ex¬ 
changed^ their shares for securities of Bangor Punta, pur¬ 
suant to an exchange offer of July, 1969. 


The Commission charges that Bangor Punta's registra 
tion statement and prospectus dated July 18, 1969 pertain¬ 
ing to the Piper exchange offer were materially deficient 


in omitting to disclose an alleged decision to sell Bango: 

C iv”;77Trf q£ ^~~ V CO ! POrati0n V ' Banqor P u rita Corporate 
' i .2227) C.ir-s-Craft sues for damages alleging that 

Bangor Junta's victory was due to violations of the secur; 

rxpc * and Ban 9 or Punta have cross-complained. 
(69Civ.2354 ana 69 Civ.2227 ) 
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Punta ,8.7* stock interest in the Bangor and Aroostook 
Railroad (■«,-, at a price tar below its carrying value 
on Barigor Punta •. boots and financial statements.^ 
commission further charges that Bangor Punta intentionally 
deferred a closing of that sale in order to avoid making 

end exposing the necessary write-downs until the exchange 
offer was completed. 

Danger Punta denies that the sale had been decided 
on in the dune to August period that year or that there 
was.then a reasonable probability of a sale. It contends 

that it was not required to make any reference in the 

prospectus of Julv 18 ioco .. 

3 / 8 ' 1969 to the sa le or to any steps 

leading to sale.“ 


2/ As noted infra the salp ^ a. . 

2, 1969 and was for $5 million in S toolc Pl^ce October 
$13.5 million below tLi„ ln oash - a fi 9'-re some 

Punta’s financial statements* 1 " 9 Val “ e ° f BAR on Ban gor 

istrative r staff a of a the 1 c™is a£firmatiVe3y th,t the a “"in¬ 
errors and shortcLing^ ° VerC °'" e its °™ 

the intended result of which htZv, ln 3 course of conduct, 
half of and to favor Chris Craft c 6611 t0 inter£ «e on be- 
with Bangor Punta for control of p°^ poratlon in its struggl; 
been going on since « ay ZT / 8tru ?? le ”hich hat 

support this contention’ proof Was adduced to 
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_ The evidence adduced upon trial established the 
following facts. 

6n or about May 29, 1969 Bangor Punta filed with 
£he' Commission a registration statement and prospectus 

£ r i 

ror an offering of its securities to holders of Piper 
Common stock in exchange for their shares of Piper. The 
registration statement became effective on July 18, 1969 
&nd the prospectus was sent thereafter to all Piper share¬ 
holders. On this offering, Bangor Punta obtained 111,628 
Shares of Piper Aircraft or about 1% of the 1,644,790 
iharc-B cf Piper Aircraft common stock outstanding. 

There i3 no information in the prospectus suggest¬ 
ing consideration of pendency of a sale in June, July or 
st, 1959. Bangor Punta did sell its stock in BAR to 
kmoskeag Corporation ("Amoskeag") on October 2, 1969 at 
a price of S5 million in cash plus certain contingent pay¬ 
ments later described. 

The historic cost of PAR'S assets, less depreciation 
^nd other accounting adjustments and less liabilities was 
^bout $29.8 million. However, the financial statements 
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in the prospectus carry Bangor Punta’s interest at 
$18.4 million, a figure which reflects an appraised 

value of the BAR shares as of September, 1965. The history 
of this figure is as follows: 

Until 1961, BAR was an independent company. it 
then became a subsidiary of The Bangor and Aroostook 
Corporation (the "Corporation") which had been formed as 
a holding company. During 1$60 and 1961 the Corporation 
offered its securities to BAR shareholders in exchange for 
thexr BAR shares and acquired more than 98 % of BAR’S out¬ 
standing shares. Based on the market price of BAR shares 
on the New York Stock Exchange before they were delisted 
in 1961, the Corporation’s interest was v/orth $8.1 million 
and the Corporation carried the BAR interest at this 
figure in its financial statements. 

In 1964, the Corporation combined with Bangor Punta 
(a wholly-owned subsidiary of Punta Alegre Sugar Corpora¬ 
tion) . Although Bangor Punta could have shown its equity 
in the net assets of the BAR at $29.8 million, it elected 
to carry forward the figure appearing on the books of the 
Corporation, viz., $8.1 million, it is claimed that this 
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r , , 

\j • • • 

was done because of a strong possibility that BAR was'to 
be disposed of promptly. By September, 1965 that possibil¬ 
ity had evaporated. But, instead of restating the carrying 
value of BAR at the amount of Bangor Punta's equity inter¬ 
est in BAR on a historical cost basis (which would have 
resulted in a carrying figure of $29.8 million) or at its 
, or its predecessor's cost, Bangor Punta obtained an apprais. 
al from investment banking houses with knowledge of the 
railroad industry. Based on their recommendation as to 
approximate fair market value Bangor Punta restated the 
BAR holding at vie.4 million — approximately $10 million 
less than its equity in the underlying net asset value of 
the railroad on an historical cost basis and $10 million 
more than the former carrying figure. The difference 
between the former carrying figure of $8.1 million and 
the new appraised value of $18.4 million was credited 
directly to Bangor Punta'a earned surplus, by-passing 
the profit and loss account. This treatment had been the 
subject of inquiry by the Commission in connection with a 
prior registration statement and, after explanations were 
made, the Commission dropped the matter. 
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Except for minor accounting adjustments the $18.4 
million carrying value of BAR established in 1965 remained 
unchanged and was reflected in the 1969 registration. 

Bangor Punta’s management had, for some time, sought 
a means of separating out BAR in a way which would permit 
its continued operation as a railroad. Discussions to 
that end were held within Bangor Punta in 1967 and 1968 
and continued into 1969. Several methods were speculated 
on, viz., the creation of a New England Railroad System 
by combining the BAR with the Maine Central and Boston 
and Maine Railroads; an acquisition of the Delaware and 


Hudson Corporation to combine its railroad with che bar; 
a spin off of BAR or a rights offering to the Bangor Punta 
stockholders. Prior to April of 1969 there seemed to be 


no prospect of a buyer for the railroad. 


On April 1, 1969 Bangor Punta appointed a committee 
to study the possible divestiture of BAR. The Committee 
consisted of Curtis M. Hutchins, a director and member of 
the Executive Committee, Gordon Robertson, co-Chairman of 
the Board and Chairman of the Executive Committee, 

Robert G. Stone and George H. Siel, Directors of the 
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railroad. Messrs. Hutchins and Robertson were both past 
presidents of the railroad. This was a highly knowledge¬ 
able group on matters pertaining to the railroad and its 
problems. 


Some weeks after the Committee was appointed 
Amookeag Company through its president, Frederic C. 

Dumaine, made an offer to C. M. Hutchins for the railroad 
of $5 million in cash. Dumaine had long and active experi¬ 
ence in the railroad business as an operator. Amoskeag 
was a registered investment company with investments in 
the Maine Central Railroad Company among other enterprises. 
Dumaine's price was merely the ^ 

operating expenses which he estimated could be effected 
if the Maine Central and BAR were combined. 


Hutchins told Dumaine — in response to his query _ 

that Bangor Punta might dispose of its interest in the rail¬ 
road if the price was right. To Dumaine*s offer of $5 
million — for either the assets or the stock^Hutchins 



4 / Dumaine*s offer soon narrowed to one for the stock 
only and remained such through the negotiations. 
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responded that this was exceedingly low but that he would 
convey it to the management. Essential details _ includ¬ 

ing the railroad's cash flow figures, its balance sheet 

and a five year forecast, both cash and profit and loss _ 

were furnished to Dumair.e at a second meeting with Hutchins. 
Dumaine reaffirmed his $5 million offer as his highest 
price. Hutchins explained that he had no authority except 
to explore possibilities of divestiture of the railroad; 
ho had no power of decision. 

Hutchins and the Committee members with whom he 
conferred concluded that sale of BAR stock to Amoskeag at 
the proferred price of $5 million was the "best course for 
Bangor Punta to pursue." 

The company's independent auditors were asked about 
the accounting treatment which would be afforded a sale of 
the railroad for $5 million. On May 20, 1969 they reported 
that such a sale would be treated on the financial state¬ 
ments of Bangor Funta a3 an extraordinary loss of about 
$13.5 million. 

On May 21, 1969 at a meeting of Bangor Funta's 
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Board of Directors, Hutchins, speaking for all the members 
of his Committee, stated that there were three possibili¬ 
ties for the future of BAR. Bangor Punta might (1) keep 
the railroad as is, (2) continue to seek to merge it 
with another railroad, or (3) sell BAR at the best possible 
price. He discussed each of these possibilities. In 
respect of the third possibility, he stated that the only 
person he knew who might be interested in a purchase was 
Dumaine, of Amoskeag. He reported that preliminary dis¬ 
cussions with Dumaine indicated that he might be willing 
to pay $5 million in cash, securities or some combination 
of both. 

Hutchins told the Board that his Committee unanimous¬ 
ly recommended sale at the $5 million price. He reported 
that over the next five years a heavy infusion of capital 
in the order of $5 million would be needed to break even 
from operations. He gave very little hope for the possi¬ 
bility of a merger except conceivably with the Boston and 
Maine Railroad, and noted that this would produce securities 
rather than cash for Bangor Punta. This proposal of sale 
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was a surprise to the Board and met with the objection 
that the Board had insufficient information to make an 
intelligent decision since a great deal of accounting, 
tax and legal work had to be done as a preliminary matter 
to put the offer in proper focus. 

In the course of the meeting, counter-suggestions 
as to price to be sought were broached by the Chairman 

I 

of the Board, Nicholas M. Salgo. 

Following discussion, 1 it was the consensus of the 
Board that Hutchins should attempt to negotiate for a 
sale, at book value, of 51% of the stock of BAR and sale 
of the balance at a higher price with a total considera¬ 
tion to approximate $7 million. Hutchins was separately 
authorized to negotiate a sale of 100% of the BAR stock, 
subject to an investigation of the tax and accounting 
ramifications of such a transaction and subject to the 
approval of the Board of Directors or of the Executive 
Committee of the Board of Directors. 

Dumaine, informed by Hutchins of the Board's counter¬ 
suggestions, would not change his offer. Dumaine and 
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Hutchins then drafted an unsigned letter setting forth a 

proposed arrangement of sale which Hutchins was to present 

to the Board. The draft, reciting that Hutchins was author 

ized only to explore the situation tentatively and that any 

understanding" was subject to approval by the Board of 
5/ 

Directors, stated that Hutchins and Dumaine had agreed 
on the sale to Amoskeag of all the BAR stock owned by 
Bangor Punta for $5 million plus some additions, subject 
to ICC approval. 

Shortly thereafter, on June 3, 1969, following 

Hutchins' report to a key management group of Bangor Punta, 

it was decided to table the entire matter until the tax 

impact upon Bangor Punta of a sale of assets, as compared 

with some other disposition of the interest, could be 

6 / 

studied and ascertained. Nothing indicated that there 


5/ Hutchins explicitly informed Dumaine that time was need 
ed for accountants and tax personnel of Bangor Pun+-a to 
review the tax effects of any deal and the evidence unques¬ 
tionably confirms Hutchins' limited exploratory role. 

6/ The study would require considerable time since it in¬ 
volved going to the Interstate Commerce Commission, send¬ 
ing representatives to Maine and going back over some 
70 years of financial history and records and books of 
the BAR — a time consuming and complex project. 
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was any especial urgency to give the matter earlier con¬ 
sideration. While the divestiture of this asset was a ' 
natter of significant interest to Bangor Punta. time was • ' 
not made of the essence, by either Bangor Punta or Amoskeag. 

TWO weeks later, on June 16th, Hutchins met with 
Dumaine and apprised him of the management •. decision not 
to approve or accept the unsigned draft letter. He told 
hin that Bangor Punta lawyers and accountants had no 

txme available then to make the investigations and reports 

deemed essential by the Boa^. a. 

/ cne Board; that they were busy with a 

variety of other matters, including a pending SBC registra¬ 
tion statement (the Pi P er exchange offer), and that it 
"ight be two months before they could get to the investiga¬ 
tion of the factors material to Bangor Punta’s con.id.ra- 
txon of a sale. 

Bangor Punta's general exchange offer for the common 
stock of Piper Aircraft expired at 5 P.„. on July 29< 19M 

and was approved by Bangor Puntashareholders on August 
7. 1969. on August 8. 1969. Bangor Punta cossnenced distribut- 
securrties to Piper shareholders who had accepted 
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the exchange offer. The final prospectus for the offer 
stated: 

Until August 27, 1969, all dealers effecting trans¬ 
actions in the registered securities, whether or 
not participating in this distribution, may be 
required to deliver a Prospectus. 

In the latter part of August, 1969, with the ex¬ 
change program well nigh completed, Hutchins approached 
, the general counsel of Bangor Punta with the suggestion 
that the required studies in respect to a sale of BAR go 
forward. Following instructions from the president, 

counsel began to gather the information which the Board 

7/ 

of Directors was seeking. - 

On September 9, 1969, Bangor Punta’s Board of Direct¬ 
ors continued their discussions regarding the sale of BAR. 
which according to the minutes "has been under the consider¬ 
ation by the Board of Directors for a considerable period 
of time". Various proposals concerning the sale of the 
railroad were discussed, including an asset sale, a combin¬ 
ation of u partial sale of th assets and a leasing arrange¬ 
ment of the remaining assets, and the sale of the stock of 
the railroad. 

7/ The president was, however, careful to caution counsel 
not to allow the inquiry to interfere with any pressinq 
current matters. F y 
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The Directors voted at that meeting to authorize 
Hutchins to consummate the sale of either the assets or 
stock of BAR to Amoskeag or to any other buyer for a 
consideration of ?5 million or more in cash and such 
other additional consideration and benefits as were in 
his judgment obtainable and the Board authorized the 
execution of documents and the taking of all other action 
necessary to consummate a sale in accordance with the 
terms and conditions so to be negotiated. 

Six days later, on September 15, Hutchins wrote 
to Dumaine that Bangor Punta had not yet reached a 
decision as to whether it would be most advantageous t c 
dispose of its interest in the BAR through a sale of the 
stcck ownership or in the form of an assets sale. 

Hutchins proposed to Dumaine that an agreement be worked 
out which would allow Bangor Punta, at its option, to 
sell either the BAR stock or assets. 

On October 2, Hutchins and Robertson met with 
Dumaine in Boston. Dumaine refused to change his position 
in respect of an assets transaction. Thereupon, a contract 
for the sale of the stock of BAR to Amoskeag was prepared 
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and signed and the closing followed inunediately thereafter. 

The agreement of sale called for payment of $5 
million in cash and other consideration. It was agreed 
that, if within three years BAR should transfer all of 
its assets except in a transaction in which neither gain 
nor loss is recognized for federal income taxes, Amoskeag 
would pay Bangor Punta an additional $1.5 million within 
30 days after such transfer sale or other disposition."’' 

And, subject to specified conditions, Amoskeag agreed 
that it would also pay the net profits received by BAR 
within the next five years from sale of all or any part 
of its property at Sears Island, Maine. 

The public announcement of the BAR sale on October 3, 
1969 expressly stated that it would result in a non-recurr¬ 
ing book loss of approximately $13 million with no tax 
benefit to the company and that part of the $5 million to 
be received in cash for the stock would be subject to 
capital gains taxes. 

8/ The purpose of this prevision is not entirely clear. 

It may have been intended to act as a deterrent to 
Amoskeag to consider any course but continuance of 
operation of the road. 
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Major Factual Contentions and Co nclusions 

It is contended by the Commission — and Dumaine 
gave testimony supporting the notion — that, at some un¬ 
defined time during June, July or August, Bangor Punta 
had decided upon the sale to Amoskeag but decided to defer 
it to avoid disclos ,, -e in the pending registration state¬ 
ment and prospectus. These contentions, as well as 
Dumaine's testimony on the subject, lack support both in 
the credible evidence and in the probabilities. Indeed 
the evidence which the Court accepts as worthy of belief 
unequivocally negates any such purpose or plan. 

The Commission’s reliance on Dumaine's testimony 
is misplaced and the inferences which it has sought to 

draw that a sale was determined upon and deliberately 

, _ 9/ 

deferred to avoid disclosure, are not accepted. 


K «.? °* Servation durin 9 the trial the Court concludes 
that both Dumaine and Hutchins who negotiated and desired 
the sale, believed what they wished to believe, that their 
personal agreement concluded all but the formalities. 
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The Bangor Punta Board's behavior was consistent 
with the dictates of prudence. It insisted on considera¬ 
tion and study of alternatives. it accepted the sale 
only after being convinced that no viable alternatives 
existed. If there was a conscious tactical motive in 
delay, the most believable one is that the Board hoped to 
let Dumaine (and indeed Hutchins, whose personal commit¬ 
ment to the sale was obvious) simmer long enough to come 
up with something better. Indeed, even after the Board 
meeting of September 9, information was being supplied 
to the Board and, on September 29, some of the Board 
members attempted to block a sale of stock and bring 

aoout a sale of assets. Their reasons were weighty _ 

for a sa]e of assets might permit the reflection of a tax 
loss as high as $17.7 million, with some $9 million of 
cash flow addition for Bangor Punta — as distinguished 
for the taxability of proceeds from sale of stock. 

Thus, while the Court finds that there was an inten¬ 
tion to sell, failing other alternatives and upon the best 
available tax and accounting bases, the Court does not 
find that Bangor Punta consciously concealed, deferred or 
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refrained from going forward with Dumaine's offer in 
order to circumvent disclosure in a pending registration 
statement. 

I 

Requirements of Disclosure 

Bangor Punta could not in its registration state¬ 
ment and prospectus for the exchange offer omit "to state 
[any] material fact necessary in order to make the state¬ 
ments made, in the light of the circumstances under which 
t>> y were made, not misleading." Section 17(a) of the 
Securities Act of 1933, 15 U.S.C. 77q(a); Section 10(b) 

of the Securities Act of 1934, 15 U.S.C. 78j (b) , and 
Rule 10b-5 , 17 CFR 2n0.10b-5. 

Bangor Punta's registration statement became effect¬ 
ive on July IP, 1969. It "spoke" as of that date. The 

duty of dealers to use prospectuses continued until August 

10 / 

27, 1969. The Commission insists that as of. these dates 


10/ The anti fraud provisions of the Securities Act 
(§17(a)) and of the Exchange Act (§10(b) and Rule 10b-5) 
require the prospectus to reflect any post-effective changes 
necessary to keep the prospectus from being misleading in 
any material respect. This is sometimes handled mechanic- 
ally by putting a sticker on the prospectus or supplement¬ 
ing it otherwise. The procedure to be used is set forth 
in 17 CFR 230.424(c). 
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Bangor Punt* intended to sell and there was a reasonable 
probability that it would sell BAR at a substantial lose. 
Its failure to reflect this state of affairs is claimed 
to constitute the violations charged. 

The Court has found that as of these dates Bangor 
Punta had not reached a decision to sell. The Commission's 
charge that the sale was a reasonable probability is made 
from the vantage point of hindsight. in the total per¬ 
spective of events preceding the sale — including the 
last-minute attempts to convert it into a sale of assets 
the court cannot find that the sale was a reasonable prob¬ 
ability at the time and to the people involved, cf. 

Mem. Libr_ar^As £L n_._ v^_Gu lf, Mobile a nd 
R - Co - » 264 7 * 2d 44 5 (7th Cir.), cert, denied . 361 
U.S. 815 (1959). However, this does not necessarily mean 
that Bangor Punta met the obligation imposed upon it to 
make a requisite disclosure under the circumstances of 
this case. For the circumstances do indicate a sufficient¬ 
ly serious consideration of the possibility of sale at a 
figure some $13 million below the then carrying value of 
the BAR stock on Bangor Punta'a books so as to force the 
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conclusion that the Bangor Bunta directors could not. at 
the time, have believed that the 518.4 million figure 
(based on an appraisal of 1965 fair market value, any 
longer represented a responsible appraisal of market 
value of the BAR holding. 

In this respect, however, the Cormussion is claim¬ 
ing more than it needs to. The essential question is 
whether, despite the non-existence of intent or of reason¬ 
able probability, the circumstances surrounding the sale 
were such as to indicate that the 518.4 million carrying 
figure of the BAR holding was obsolete to the point of 
being misleading. The Court finds that it 

fUf.l disclosure of th Q fact-mrc =-cr a • 

factors affecting the ultimate 

decision to sell the BAR interest at a figure of 55 millio, 

01 eVen ?? "' lllion — an d regardless of whether the sale 
was to be of stock or of assets. 

The Court is aware of no principle of accounting or 
Of fair disclosure which would Justify a failure to up-date 
8 cons f ructe d carrying f igure which m . y haye reflecte(J 

approximate fair value in 1 965 hut which was almost four 
times the offer of a willing buyer (and the only „ ming 
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buyer) in 196S — an offer which the Board, despite its 
efforts m good faith to find alternatives — was constrained 
ultimately to accept. Consistency of fair disclosure requir¬ 
ed exposure of circumstances which so clearly rendered obso¬ 
lete an appraisal made four years earlier. 

1 find that Bangor Punta did not intentionally or 
purposefully mislead Piper Aircraft stockholders or the 
public or investors by the omission to make disclosure of 

I 

the sale under consideration nor did Bangor Punta or its 
directors intend to gain an advantage over Chris Craft 
by the nondisclosure in the contest being waged for 
control of Piper. There was no purposeful connection 
between the nondisclosure and the contest for control. 

In other words, the nondisclosure was not prompted by an 
improper purpose. However, absence of bad faith does not 
excuse the failure to state facts necessary to make the 
facts stated not misleading. 

The explanatory footnote which did appear on the 
1969 balance sheet was given so that anybody looking at 
the financial statements would not be confused as to why 
the full equity of the railroad was not picked up by 
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Bangor Punta as the carrying value o£ its investment. By 
the same token, the 1965 constructed carrying value should 
not have been used when it was known to substantially 
exceed the only bid that could be generated from a purchaser 
capable and willing to buy and operate the asset. 

Bearing on Excha nging Piper Holder 

The standard of materiality to be applied here is 
whether a reasonable stockholder of Piper might have hesit¬ 
ated to make an exchange for Bangor Punta securities with 
such a large loss figure emerging — at least until 
sufficiently explained and put in proper perspective, in 
terms understandable by a reasonable investor. 

At the end of fiscal 1968, Bangor Punta had retained 
earnings of S37.9 million. A sale of the stock at $5 million 
would result in a book loss equivalent to 36.5% of such 
retained earnings. 

At the end of fiscal 1968, the shareholders' book 
equity in Bangor Punta was $113.5 million and a sale of 

the PAR at $5 million would result in a loss of 12% of the 
shareholders' book equity. 
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Bangor Punta had reported profits for each of the 
five years ending with that for September 30, 1968. A sale 
such as was being investigated would involve the loss 
(§4.32 per share) which would have far exceeded the 
company's net income for any of the five prior years. 

The Court concludes that the registration statement 
and prospectus of Bangor Punta relating to the Piper exchange 
offer was misleading in its failure to disclose the circum¬ 
stances surrounding the neaotiations for sale of the PAR 
interest. In so holding especial note i 3 taken of the 
unique "valuation" nature of the $18.4 million figure at 
which the- BAR interest was carried on bangor punta‘s books. 
The present conclusion is not necessarily to te taken as 
applicable in cases where book carrying figures are in 
accordance with principles of conventional transactional 
accounting or where circumstances might otherwise be 
different. 

R elief to be Granted 

The Commission has requested an order requiring 
Bangor Punta to offer rescission to shareholders who 
accepted the Bangor Punta exchange offer and an order 
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enjoining Bangor Punt,, from further violations of the 

securities laws. The court grants the first and denies 
the second of these requests. 

Bangor Punta claims that such an offer of rescis¬ 
sion would be an empty exercise since the Bangor Punta 
securities received by the Piper shareholders have a 
market value far in excr,s of the Piper shares given up 
by them. See Electronic S pecialty Co. v. International 
Controj^cor^, 409 F.2d 937, 947 (2d cir. 1969). The 
decision whether to rescind is nonetheless one to be made 
by those who took the exchange. 

Aceordiiiyi y, Bangor i'unta wiu be required to make 
an offer of rescission and the parties are directed to 
submit an appropriate decree for the Court's considera¬ 
tion to carry out such an offer. Such offer should allow 
Bangor Punta full scope to point out any factual consider¬ 
ations bearing on a decision to accept or by-pass rescis¬ 
sion as may be accurate and appropriate under the circum¬ 


stances. 


Bangor Punta claims that an injunction is unneces¬ 
sary and inappropriate since there is no evidence of its 
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bad faith; that it acted on advice of counsel and of 
its accountants; and that this was an isolated transaction 
involving a single unintentional violation. Securities 
a nd Exchange Com miss ion v. Torr . 87 F.2d 446 (2d cir. 1937 ) 
Moreover. Bangor Punta contends that its past conduct does 
not indicate a reasonable likelihood of future violations. 
S ecurities and Exchange Comnission v, Franklin atm., c- r 

m F. supp. 711 (s.D.N.y. 1959) (Dawson. J.,; Securities 
an d Exchang e, commission v. Texas Gulf Sulphur Co. . v ^ 
_ ( 2d Cir. June 10, 1971). 

The Commission insists that Bangor Punta has 


^ omon s r * ** ■*■ ° ^ 


xr x wwj, - *xvxuiir*g the 


c ocLuiiuieb 


law because the company allegedly violated a consent 
decree entered on May 26, 1969 by the United states 
District court for the District of Columbia in the commis¬ 
sion's suit there against Bangor Punta, by filing a registr, 
tion statement which omitted to disclose the facts discuss¬ 
ed in this opinion. That suit centered on a Bangor-Punta- 
Piper release of May 8, 1969. Bangor Punta consented to 
the decree a,id the Commission's complaint here avers that 
the company's demonstrated propensity for violating the 
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securities laws is not at all based upon the issuance of 
that release (which is a subject of controversy in an 
action by Chris Craft against Bangor Funta and others). 

—— js ~ Craft -i n dustries > Inc, v. Bangor Punta Corp. . 

426 F.2d 569, 573-576 (2d Cir. 1970) and ibid 69civ. 2354 
now before this Court for decision. 

Under all the facts and circumstances in this case, 
the Commission has failed to carry its burden to estab¬ 
lish, with persuasive evidence, that Bangor Punta, its 
officers, directors and employees have a propensity or 
natural inclination to violate the securities law. 


Co *» _ F.2d _ (2d Cir. June 10, 

the requested injunction is denied. 


1 o 
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1971). Accordingly, 


The foregoing shall constitute the findings and 
conclusions required by F. R. civ. P. 5& (flj . 

Submit decree in accordance with these findings 
on 15 days notice. 


SO ORDERED. 


August 25, 1971 
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tT.UTZD 27.Yr.23 DIJi.UCT COURT 

sourirupui d is tjiict op hem ycrx 

• x 

2ZCURITI23 and ETlC.Til.'GZ CO: *2213SIOI;, j 

Plaintiff, t 

v. 

i 

EAI’GOR FUIT7A C0A?0?.A7I03, . 

Defendant. t 


i* a* 


t. a-* • 


3940 (HP) 


HTHOUAITDITM 


Pollack, District Judce. 


Bangor Punta requested the Court to reopen the 
record and to rtafce additional findings of fact. Sub¬ 
sequent to receiving SZC's opposition to the request, 
Bangor Punta withdrew the application to reopen the 
record as unnecessary and has substituted a request 
that tne Court issue a statement in disposing of this 
natter thr.t generally accepted accounting principles 
were net litigated herein. The request and opposing 

v * , 

jpJiposr £-.0 incj nlc\l' licircw*jLt!i. 
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It is beyond the scope and intent of the opinion 
of- August 25, 1971 to consider or decide what constitute 
accepted principles of accounting in the abstract. The 
opinion denis solely with the requirements of a prospectus 
used on an exchange of securities and what is to be 
considered misleading in connection therewith. Any 
differences between accepted principles of accounting and 
fair disclosure in a prospectus must be resolved in favor 
of the disclosure requirements of a prospectus which 

essentially are a management not nn accountant's responsi¬ 
bility. 

The application to reopen the record and for addi¬ 
tional findings is accordingly denied. 

SO 0HD2IIZD, 


September 17, 1971 




* ..... '• 


U.S. District Judge 




-2- 





91 A-3 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEV7 YORK 


SECURITIES AND EXCHANGE COMMISSION, : 


Plaintiff, 


/i. ' < ~ i cY*. 


!tCD »;>*•, 


■*. r* • 

•V ~ SV 

• •‘ AV V 


Key :7ij7y 


BANGOR PUNTA COP.PORATION, 


\ « 


70 CIV. 3 940JU4P 


Dp fondant 


i 

memorand um on settlement of judgment 

POLLACK, District Judge. 

A provision has been inserted in the decree * 

submitted for settlement requiring that any rescinding 

holder should account on the offer of rescission for 

■any profits realised from interim sale of all or any part 

of the original stock obtained on the exchange in August. 
1969. 

The purpose of restitution is to put. the injured 
party in as good (not a superior) position as ‘that occupied 
by him befu.-e the contract or sale or exchange was made. 

/ 'Vi/r-ivY- 

Y-i- f y 


/ >'0V I? / 

• ^ I 


• ? *N 
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If a rescinding party has cade profitable use of the 
subject of the rescission, or has received fruits such 
as dividends or interest or other benefits thereon, 
these profits, fruits, other benefits and their values 

"'“st be a ° COUnted *<* ^ the rescinding party to effect 
a return to the status guo ante. A party will not be 
permitted to retain the benefits or fruits of a contract 

,Dd “ tHe Sam ° time “Pudiate ,it. it is inappropriate 
for a rescinding party to in effect affirm his ownership 
in part and to disaffirm the entire transaction. 

175 N.E. 356 (193T)--- L Y * 15 ' • 

SSTwll^gsr ^ Financial Corp , 330 F.2d 

Ordinarily, if one no longer owns the original 
ahares acquired in a rescindable transaction, he is limits 
to an action for damages and may not be accorded rescissic 

Equity may waive this requirement in a proper case and may 
permit the rescinding party to account to the other party 
for the value of any part sold. ' Williston, Contracts . 
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S1463. p. l 61 (3rd e d., vol . 12< 197£)) Equity may also 
permit the restitution to consist of substitute shares 
acquired for the purpose of rescission. i„ that event, 
everything of value including the profit, if any, realised 
from a prior sale or disposition of the original stock 
and the subsequent reacquisition of like shares must be 
accounted for to the other party an a prerequisite to 
rescission, in the same way as other fruits of the interim 
ownership must be restored. See, Corbin on Contracts 
§§1114-1115, Volume 5 (1864 Ed.); 17 Am. Juris. 2d §512, 

P. 996 (2d Ed. 1964); Harr v. Tumul ty 256 H.Y. 15 , 175 
S.E. 356 (1931); Ufla nd f. Co. y. McMahon . 215 App. Dir. 

267, 269 (4th Dept. 1926); Commissioner of Banks v chase 
Se curities corp. . 298 Mass. 285, N.E. 2d 472, 499, 500 

(1937); EJhC^e prp, v. Title Gua r . & Trust Co. . 271 N.Y. 
124, 2 N.E. 2d 284 (1936). 


November 17, 1971 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


; SECURITIES AND EXCHANGE COMMISSION, 


Plaintiff, 


-against- 

BANGOR PUNTA CORPORATION, 


Defendant. 


' '/ ... 
'y.,~-?;.bV«CT c - ; , 

/( . * 1 ' r D / 

V m'OV 17 Ipri j / j 

V-ftgf 

■*»«** +.<'• 


FINAL DECREE 


70 Civ. 39AO:MP 


Upon all of the proceedings heretofore had herein, and upon 

all of the documents heretofore filed herein, and upon the Findings 

I j 

|: and Opinion of the Court dated August 25 1971 • 

• ! 

Now upon hpsrinj P*n«nr PnnM rnrpnraHon »,v Webster 

[Sheffield Fleischtnann Hitchcock & Brookfield, in support* of this 

j| i 

j! Final Decree, and the Securities and Exchange Commission by 

!' ( 

ji Robert E. Kushner, Esq. in opposition thereto. It Is hereby j 

ORDERED that judgnont on the Complaint herein is entered in 
.favor of the plaintiff. Securities and Exchange Commission 
i! ("Conmis ion”) ; and it is further 


ORDERED that the request of the Commission for a permanent ' 

injunction enjoining the defendant Bargor Punta Corporation ("Bangor 

! * nta ") frotn violating certain provisions, .of 'the'Securities laws is 

t'QV • - * / 

• * £,'/ 


ORDERED that Bangor Punta offer to all- those''roriner owners 
I of shares of common stock, of Piper Aiicraft Corpoiatlon ("Piper") 







I 


Who tendered their shares of Piper common stock to Bangor Punta 
pursuant to the General Exchange Offer made by Bangor Punta under 
the Registration Statement and Prospectus (Registration No. 

2-33263) dated July 18, 1969 ("General Exchange Offer“) , and j 

| received Bangor Punta securities in exchange therefor, the opportu-' 
|nity to rescind the transaction and to receive back from Bangor 
Punta their shares of Piper common stock upon the general terms 
and conditions hereinafter set forth; and it is further 

: ORDERED that the general terms and conditions of the offer j 

|| ° f re8clssion to be made by Bangor Punta hei <„der are as follows: ! 

j 1. The offer of rescission h-11 be made to those former 

! 9hareholde ” ° f who tendered their shares of Piper common 

| " tOCk t0 Bangor Punta Pursuant to the General Exchange Offer, or to' 

|j tHeir heirS = ex **cutn r s, administrators, or legal representatives j 
jj ("Piper shareholders"). The right to obtain rescission hereunder ' 

| ! is assignable. | 

1 2. The offer of rescission will be made by means of e ' ! 
registration statement filed with the Connission pursuant to 
Section 6 of the Securities Act of 1933, 15 U.S.C. 77f, and 
setting forth, inter alia., the factual considerations bearing on j 
| • decision to accept or by-pass rescission as may be accurate and 1 
Jappropriate under the circumstances. 

3. In order to accept the offer for rescission, a Piper 
| Sharcholder tender back to Bangor Punta, through Irving Trust ? 

j| Company ("Exchange Agent"), for each share of Piper common stock j 
j with respect to which such Piper shareholder has elected to rescind 1 

i - 2 - 

I 
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| the following securities: (e, 1.2 shores of Beogor Poors cxmson 
(stock psr value S l; <b) g.ngor Poor. Wsrrsots - Series C. to pur- 
jchase 3.5 shares of Bangor Punta common stock par value $1; and 

1 <C> l " Prl " ClPal *“»"t ° f the 8-1/41 Convertible Subordinated 
'Debenture duo 1994 of Bangor Punta. 

*. In addition to the Bangor Punta securities described in 
"3” above, a Piper sl .reholder must also tender back co Bangor '■ 
(Punta through the Exchange Agent for each share of Piper c„„„„ 

j 3t ° ek “ Ith teSP ' Ct “ hlch -*=h Piper shareholder ha, elected to 
jrescind, a cash payment in an amount determined as follows: 

[ (a) If the Piper shareholder has not sold any of the 

jBangor Punta securities received on the General Exchange Offer, a j 

leash payment in an amount equal to* m all a 

W dividends paid or due ! 

|| and pay3bie\"on the 1 ? c 

/' -—* cviiinon stork par value $1 0 [ f/Ltf 

( hanger P^^^ 

all Interest payments paid, or due ' 


M paid, or due I 

/ ' ‘ nd PPP^U" th^Til p^pal amount of the 8-1/41 Convertible 1u/ 
I Subordinated Debenture tendered, to the date such Piper shareholder' 
ha® accepted the offer of rescission; or 

i) r(L~. r 


( } 1 J W shareholder has sold any portion or alij 

(of the Bangor Punt, securities received on the General Exchange 
^Offer and repurchased such Bangor Punta securities sold, a cash 
payment in an amount equal to: (i) all dlvldenJ s-e.id and rece ived ^ 
(by such Piper shareholders or due and 


j by such Piper shareholders or due and 
jA common stock par value $1 oCBancor Punta; 

Pu^ rCS OJA?™ reCe ^^^^^^^Sr 


lablTNon che 1.2 shares of 
j (**) all Interest pay- 
reholder or due and payable 


**' 3UC " , lper —bolder or due and p, 

A°n thG 531 principal amount of the 8-1/41 Convertible Subcrdinated 
Debenture; and (iii) the gross proceeds realized by such Piper 


I 
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shareholder on the Bangor Punta ««scurities sold, less both the 
necessary expenses of such sale and the actual cost to such Piper 
I shareholder of repurchasing the Bangor Punta securities tendered. 

5. Any assignee of a Piper shareholder entitled tc accept 
the offer of rescission must tender to Bangor Punta through the 
Exchange Agent for each share of Piper common stock with respect 
to which such assignee has elected to rescind the following: (i) the 
Bangor Punta securities described in ”3" above; (ii) a cash payment 

II in an amount: e< * ual to the a ®°unt the assignor of such assignee would 

I be required to tender under "4" above if such assignor had made the 

tender; and (ill) satisfactory documentary evidence of the assign¬ 
ment . 

i 

6. Promptly after the receipt by the Exchange Agent of 
[notice of acceptance by a Piper sharehoioer or his assignee of che ‘ 

!offer of rescission fogether with the Bangor Punta securities and 
|cash payment referred to in "4" or "5" above, Bangor Punta, through 
| the Exchange Agent, will cause to be transferred to such Piper 
! shareholder or his assignee the number of shares of Piper common 
stock for which such Piper shareholder or his assignee has duly 
elected to rescind together with a cash payment for all dividends 
paid cr duo and payable on such shares of Piper conmon stock from 
August 8, 1969, until the date of receipt of iotice of acceptance. ' 

7. The Bangor Punta securities tendered by a Piper share¬ 
holder or his assignee must ba duly endorsed to Bangor Punta. 


8. The otfer of rescission shall remain open for acceptance 
for a period ot not less than XMjLhXcj 


(So) days after the 


I 


written offer of rescission is mailed to the last known address of 


-4- 
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the Piper shareholder, who eceepc.d the Ceoere, Esch.og. offer. 

| *' In th ° , ' v ' nt a P1 P" shareholder or hi, assignee 

accepting the offer of rescission 1 , r .,„ lr « d to tender: 

(a) a fractional Interest of a share of Bangor Punta 
common stock, such Piper shareholder or hi, assignee shall tenner 

in lieu thereof a cash payment based uoon a valuation of k* 

„ . f)) hi-C d-tJGL. HU <57^*A,ifj/V«eS «ea Q -Bf j. 1 n 8 0r 

Punta common cf-,,,.p CT g i l| jj (j.. - 7 , -d£ ~X I- 


(b) a fractional interest of a Bangor Punta Warrant - 
| Series C to purchase one share of Bangor Punt, coscon stock, such 
! P1P " ahareholder or hi, assignee shall tender In Ueu thereof a 

ir.Ss^s^aass-—■— • 


per Warrant to purchase one share of Bangor 


j| Punta common stock; 

li 

(c) less than $100 principal amount of 8-1/4^ Con¬ 
vertible Subordinated Debentures, such Piper shareholder or his 

assignee shall tender in Ueu thereof a cash payment equivalent 
jto the principal amount. 

j 10. Promptly after the entry of this Decree, Bangor Punta 

shall cause to be mailed to each Piper shareholoer at his la t k, 

,address copies of this Court's Findings and Opinion dated August 

| 1971 ’ 3nd ° f tMs Final De — together with a’ written statement I 
prepared by the Commission in the form annexed hereto as Exhibit A.' 

11. Bangor Punta will use its best efforts to effect the 

offer of rescission as promptly as possible after the entry of this 
Final Decree. 


r 

I 
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12. Bangor Punta shall promptly prepare u list of the names 
•nd last known addresses of all Pi per shareholders who tendered 
their shares pursuant to the General Exchange Offer, and shall 
retain said list subject to further direction of the Court concern-! 
ing its disclosure to other persons; and it .is further 

I 

ORDERFD that jurisdiction of this action is retained by this 
Court for the purpose of the carrying out of this Final Decree. 




U.S.D.J. 


November n, 1971 
New York, New York 


JUDGMENT ENTERED-5^/- 


U 


* * A 

/ a 


-6- 
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|j ST ATEMENT of securiti e s and exchange comm; S ST dm 

EXHIBIT A 
November / 7, 1971 

TO: CERTAIN FORMER SHAREHOLDERS OF PIPER AIRCRAFT CORPORATION 

This statement is addressed to you as a former holder of the 
| common stock or Piper Aircraft Corporation (-Piper*') who exchanged ' 
j shares of that stock for securities of Bangor Pup t a Corporation ! 

| (,,Bangor Punta "> pursuant to a "General Exchange Offer" by Bangor \ 
Punta made under a prospectus dated July 18, 1969. 

Enclosed are copies of the Opinion and Final Decree of the 
j Honorable Milton Pollack, United States District Judge for the I 
| Southern District of New York, In action entitled Securities ,J 
j Exchange C~™iic«i or , V- Wn n gn r p„ ntJ , | 

! UndCr thC tern,S of the Final Decree, Bangor Punta is required 
| t0 ^ an ° ffer of r «cission to each person who accepted the ' 

! " General Exchange Offer" on the terms and conditions as described ' 
in the enclosed order of Judge Pollack (see pages 2-5 thereof). 

I I 

iour right to accept the offer of rescission is fully assign¬ 
able. i 

I I 

I 

• I 

I 

The offer of rescission will be made at earliest in January 
j1972. At that time Bangor Punta will send you a prospectus con- 
j taining additional information with respect to the offer of 
j resci8slon and material setting forth the procedure to be followed ! 
by you if you choose to exercise your right of rescission. The 

! ° f fcl ~ r *-‘ scls / SiQR wlu remain open for not less than the succeed- 
j ing'T2x>l7Zr^3oy days. j 


f 

i 
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i 

i 

In view of the fact that the offer of rescission will be made 

I 

at a future time, current relative market prices may not give an 
accurate indication of the economic value, if any, of such offer 
to you. You may wish to assess the value, if any, of the offer at 
the time when you receive it. 

In any event, this offer of rescission does not prejudice any 

i 

other legal right which you may have with respect to this matter. 

i 

I 

If you wish to notify Bangor Punta of a change in your address, 

* I 

you should do so by sending a letter to the exchange agent for the 

! 

offer of rescission, Irving Trust Company, Corporate Trust Depart- 
jment. One Wall Street, New York, New York 10015. All other 

* I 

inquiries should be in writing and may be addressed either to 
John J. Martin, Esq., Assistant General Counsel. Baneor Punta Cor- 

I I 

I 

poratlon, Greenwich, Connecticut 06830, or to James J. Sexton, Esq. , 

' 

Office of the General Counsel, Securities and Exchange Commission, 
Washington, D.C. 20549. 

I 

l 


-2- 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

CHRIS-CRAFT INDUSTRIES, INC., 


Plaintiff, 


-against- 


£IPER AIRCRAFT CORPORATION, CHARLES 
W. p °°L, WALTER C. JAMOUNEAU, HOWARD 
PIPER, THOMAS F. PIPER, WILLIAM T. 

P IPER, JR., BANGOR PUNTA CORPORATION 
JICHOLAS M. SALGO, DAVID W. WALLACE,’ 
1ARRY S. BAKER, ROBERT L. CHAMBERS, 

JAMES S. GARVEY, WILLIAM E. HILL 
CURTIS M. HUTCHINS, GEORGE S. JONES 

H * K INGSBURY, JR., WALTER B. 

McKinney, w. Gordon robertson, george 

H. SEAL, ROBERT G. STONE, W. JEROME 
STROUT, JAMES G. TREMAINE, HARRY C. WOOD 
THE FIRST BOSTON CORPORATION, PAUL L ’ 
MILLER and N. BAYARD, 

Defendants. 




f 

'' Vy,-,. 


SECOND AMENDED 
COMPLAINT 

69 Civ. 2227:MP 


Plaintiff, complaining of defendants, alleges on 
information and belief, except as to paragraphs 1 , 3 , 5 , 9 , 12 ,| 
17 through 19, 28 , 29, 31, 33, 58 , 59, and 63 through 66 : 

1- The Jurisdiction of this Court is based upon 
>8 U.S.C. § 1331(a), Section 27 of the Securities Exchange Act 
>f 1934, as amended (15 U.S.C. § 78aa), and Section 22 of the 
.Securities Act of 1933, as amended (15 U.S.C. § 77v). This 
ictlon is brought under Sections 9 , 10 , 14 and 16 of the 
Securities Act of 1934 , as amended. Section 5 of the Securities 
Act of 1933, as amended, and under the rules promulgated with 
respect to each such Act (collectively referred to herein as 
the "securities laws"). 
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2. The acts, or some of them, constituting the 
violations of law complained of took place within the 
Southern District of New York. 

3- Plaintiff Chris-Craft Industries, Inc. ("Chris- 
Craft") is a Delaware corporation having its principal 
executive offices in the City, County and State of New York. 
Shares of Chris-Craft's common and preferred stock and con¬ 
vertible debentures are traded on the New York Stock Exchange 
("NYSE"). 

(a) Defendant Piper Aircraft Corporation 
("Piper") is a Pennsylvania corporation having its principal 
place of business in Lock Haven, Clinton County, Pennsylvania. 

(b) The following defendants (collectively 
referred to herein as the "Management Directors") were 
directors of Piper and held the following positions with 
Piper until uhe date indicated, if any, of termination: 


Director 

Title 

Termination 

William T. Piper, Jr. 

Chairman of the 
Board and 
President 

Resigned as Chairman 
Avgust 12, 1969 

Thomas F. Piper 

Vice President 

Resigned as a 
Director August 

12, 1969 

Howard Piper 

Executive Vice 
President 

Resigned as a 
Director August 

12, 1969 

Charles W. Pool 

Treasurer 

Resigned as Director 
August 12, 1969 
and as Treasurer 
November 6, 1969 

Walter C. Jamouneau 

Secretary 

Resigned as Director 
and as Secretary 
August 12, 1969 
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(c) The Piper Board of Directors is presently 
constituted as follows: 


Name 

Nicholas M, 
Salgo 


David W. 
Wallace 


W. Gordon 
Robertson 


Dudley C. 
Phillips 


C. Leonard 
Gordon 


Lawrence R. 
Barnett 


James J. 
Rochlis 


Other positions 
and offices 
with Piper _ 

Chairman of the Board 


Assistant Vice 
President 


None 


Assistant Vice 
President- 
Assistant Secretary 


W. T. Piper, President 
Jr. 


None 


None 


None 


Principal occupation 
or employment _ 

Chairman of the Board 
Bangor Funta 
Corporation 

President and Chief 
Operating Officer, 
Bangor Punta 
Corporation 

General Trustee of 
Bangor Punta's 
Employee Benefit 
Program 

Vice President and 
General Counsel, 
Bangor Punta 
Corporation 

President Piper 

Aircraft Corporation 

Vice President and 
General Counsel 
Chris-Craft 
Industries, Inc. 

Vice President Chris- 
Craf t Industries, 

Inc. 

Executive "Vice 
President Chris- 
Craft Industries, 

Inc. 


5* Chris-Craft owns 697,^95 shares of Piper common 
stock, constituting approximately *42* of Piper's issued and 
outstanding shares of stock. 


6. (a) Defendant Bangor Punta Corporation 

("Bangor Punta"), a Delaware corporation, is publicly held. 





\ 
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Shares of Bangor Punta's common and preferred stock are 
traded on the NYSE. Bangor Punta presently owns approximately 
338,156 shares of Piper stock, constituting approximately 
5U of Piper's issued and outstanding shares of stock. Bangor 
Punta has been exercising working control over the affairs 
and policies of Piper since August 1969. 

(b) Defendant Nicholas M. Salgo is the 
Chairman of the Board and defendant David W. Wallace is the 
President and a director of Bangor Punta. 

(c) Defendants Harry S. Baker, Robert L. 
Chambers, James S. Garvey, William E. Hill, Curtis M. 

Hutchins, George S. Jones, Frederick H. Kingsbury, Jr., 

Walter B. McKinney, W. Gordon Robertson, George H. Seal, 

Robert G. Stone, W. Jerome Strout, James G. Tremaine and 
Harry C. Wood were the other members of the Board of Directors 
of Bangor Punta in May 1969. 

?• Defendant "’he First Boston Corporation ("First 
Boston") is an investment banking corporation doing business 
in the City, County and State of New York. Defendant Paul L. 
Miller is the President of First Boston and defendant 
N. Bayard is an officer, employee or agent thereof. First 
Boston, Miller and Bayard acted as the agents of the Manage¬ 
ment Directors, the Piper family and of Bangor Punta in 
bringing about the transactions complained of herein. 
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Background 


COUNT ONE 


8 . Piper Is a publicly held corporation engaged 
in the manufacture of light aircraft. The capital stock of 
Piper consists of 5,000,000 authorized shares of $1.00 par 
value common stock, of which approximately 1 , 6 M ,790 shares 
are issued and outstanding. Piper's stock was listed on the 
NYSE from 1957 until delisted during 1969 and is now 
registered on the Philadelphia-Baltimore-Washingtcn Stock 
Exchange ("PBWSE"). 


9. On January 23, 1969, Chris-Craft publicly 
announced (a) that it had acquired a stock interest in Piper, 
(b) that it was making an offer (the "Chris-Cr.aft tender 
offer") to all Piper shareholders to purchase 300,000 shares 
of Piper stock at a price of $65 a share, and (c) that 
Chris-Craft proposed to take additional steps to acquire 
sufficient shares to obtain control of Piper. On the day 
preceding these announcements, the closing price of Piper on 
-he NYSE was $52.50. 

10. In willful violation of the securities laws, 
the Management Directors conspired among themselves and with 
others, including First Boston and Bangor Punta, to perpetuate 
themselves in control of Piper and to Interfere with Chris- 
Craft 's offers to purchase Pipe’ stock in at least the follow¬ 
ing respects: 


(a) making, in communications disseminated 
to Piper's shareholders, the investment community 
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and the public at large, untrue statements of 
material facts and omitting co state material 
facts necessary to make the statements made, in 
light of the circumstances under which they were 
made, not misleading; 

(b) engaging in acts, practices and courses 
of business, which have operated and are now 
operating as a fraud upon Chrls-Craft, the other 
shareholders of Piper, the Investment community 
and the public, and employing devices, schemes and 
artifices to defraud such persons; 

(c) engaging in manipulative and deceptive 
contrivances and practices to manipulate downward 
the price at which shares of the stock of Chris- 
Craft traded on the NYSE, and to manipulate upward 
the price at which shares of Piper and Bangor 
Punta traded on the NYSE; 

(d) illegally offering to sell securities 
of Piper and Bangor Punta, through the use of a 
prospectus and otherwise, when no registration 
statement was in effect as to such securities; and 

(e) illegally purchasing securities of Piper 
which carried with them the right to purchase 
securities of Bangor Punta in wh’ch a distribution 
was then being made, at the times and in the manner 
set forth in Count Three herein. 

One of the effects of such acts and courses of conduct was to 
mislead Chris-Craft and the public as to the true value of 
Piper stock. 
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11 * In rurth erance of said conspiracy, the 

defendants have engaged In the acts described below, among 

others, in which the malls, means and Instrumentalities of 

interstate commerce, and the facilities of the NYSE have been 
used. 

The Chrl s-Craft Tender OffW 

12. On January 24, l 969 , Chrls-Craft made Us 
tender offer to the shareholders of Piper for 300,000 or 
more shares of Piper stock for cash at *6 5 per share. Per 
the purpose of Interfering with Chrls-Craft tender offer 
and depriving Piper shareholders of the opportunity to 

the offer on Its merits, the Management Directors 
sent, through the malls, letters to the shareholders of Piper, 
Including shareholders In the Southern District of New York, ’ 
which stated, among other things: 


(a) by letter dated January 27, 1969: "Your 
Board of Directors has carefully studied this 
[Ch.is Craft] offer and is convinced chat it is 
inadequate and not in the best interests of Piper 
shareholders"; "Piper's stock has traded as high 
$72.25 on the New York Stock Exchange within the 
Past eight months"; and "Piper's sales increased 
more than 20? in fiscal 1968 over the prior year, 

and its earnings per share were approximately 29? 
higher"; 

(b) by letter dated January 26, 1969: "Your 
management fluly believes that this [Chrls-Craft] 

offer Is inadequate and not In the best Interests 
Of Piper Shareholders." 
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13- The aforesaid letters were false and misleading, 
and known to be such by the Management Directors, in that they: 

(a) concealed the fact that First Boston, 
Piper's investment banker, had advised Piper that the 
price of $65 a share was a fair price for a share¬ 
holder to receive for his Piper stock; 

(b) concealed the fact that during the summer 
of 1968, when Piper stock had traded as high as 
$72.25 on the NYSE, the Management Directors regarded 
the price as so attractive that some of them sold 
their own Piper stock, and thereafter the stock had 
declined to as low as $50,875 a share; 

(c) concealer the fact that the Management 
Directors controlled approximately 10? more of 
the outstanding stock of Piper than had been dis¬ 
closed in filings with the Securities and Exchange 
Commission ("SEC"); 

(d) concealed the fact that the Management 
Directors had planned as early as August 1968 to 
oppose ary attempts by outsiders to acquire control 
of Piper regardless of any benefits that might 
accrue to Piper and its shareholders and that no 
serious discussions or study was had of Chris-Craft's I 
offer; 

(e) failed to state that Piper's sales had 
dropped by over 10? in the first quarter of fiscal 
1969 from sales in the first quarter of fiscal 
1968, and that Piper's earnings had dropped by 
almost 30? compared to the equivalent quarter of 
the prior year, which f^cts were known to the 
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Management Directors prior to January 27, 1969 but 
not disclosed until January 29, 1969; 

(f) concealed the fact that the Management 
Directors had discussed and expressed concern about 
the deteriorating financial condition, production and 
engineering capab.i ■ ities of Piper, including the 
facts that (i) the market for single engine 
aircraft was deteriorating, (ii) Pip er could not 
afford to develop new markets (iii) manufacturing at 
Lock Haven was in a confused state and unable to meet 
schedules, (iv) engineering schedules had not been met 
for years, (v) significant changes in Piper's manage¬ 
ment and systems were required before sales could be 
increased, and (vi) the morale of employees at Piper's 
main plant was at a low point and worsening; 

(g^ concealed the fact that one of Piper's more 
popular aircraft, designated as the PA-30 and known 
as the Twin Comanche, almost 2,000 of which were sold 
since 1964, had an unsatisfactory safety record which 
had caused and was continuing to cause materially 
sharp increases in the cost of insurance and would 
require an expensive retrofit program, in addition 
to other adverse consequences therefrom; 

(h) concealed the fact that its efforts to 
design a plane, to be known as the Pocono, for the 
rapidly expanding commuter aircraft market were not 
successful, that the plane never had adequate power, 
and that there was a substantial prospect, which 
came to pass in late August 1969, that the project 
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would have to be abandoned, leaving Idle a plant 
which had been constructed at great cost to manu 
facture the Pocono. 

The Transaction With Grumman 


1*J. In a further effort to Interfere with Chrls- 
Craft's tender offer, on January 29, 1969 the Management 
Directors caused Piper to announce through Interstate news 
media and the malls (for dissemination to their shareholders 
and the public. Including persons In the Southern District 
of New York) that Grumman Aircraft Engineering Corporation 
("Grumman") had "agreed to purchase 300,000 shares of 
[Piper'sj authorized but unissued common stock at $65 per 
share." Piper's announcement further stated: 


The sales agreement is subject to 
various conditions. Including that the 
shares be listed on the New York Stock 
Exchange, that there be no material 
adverse change in the business of Piper 
and that there be no change In control 
of Piper." 


Piper s announcement of the Grumman trans¬ 
action was false and misleading in that it failed to disclose, 
among other things, that: 

(a) Grumman had the right, in its unilateral 
discretion, to sell back the stock to Piper over 
a seven month period (hereinafter the "option 
period ) at a price of $65 per shure, plus 
interest; 


4 ' 
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(b) during the option period, Piper war, 
precluded under the agreement from using or 
commingling the funds for the 300,000 shares of 
Piper stock, while Grumman was free during the 
option period to hold and vote the Piper shares; 

(c) because of the fact that the agreement 
amounted in effect to no more than an option, the 
Management Directors and First Boston knew that 
the 300,000 Piper shares to be issued to Grumman 
during the option period could not be listed on 
trie NYSE, a necessary condition to the agreement; 

(d) consummation of the agreement with 
Grumman would be in violation of Section 7 of the 
Clayton Act (15 U.S.C'. § 18); and 

(c) the Grumman transaction was designed to 
interfere with Chris-Craft's tender offer and to 
manipulate downward and depress the market price of 
Chris-Craft stock on the NYSE. 

16. The agreement with Grumman, which was brought 
about by First Boston, Miller and Bayard, was illusory and 
one-sided. It was intended as, and operated as, a fraudulent 
scheme and artifice to interfere with Chris-Craft*s tender 
offer, to manipulate the price of Chris-Craft stock downward 
and the price of Piper stock upward, and to make the share¬ 
holders of Piper less likely to sell their shares to Chris- 
Craft . 
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17. As a result of the foregoing announcements ar. 
conduct by the Management Directors, First Boston, Miller and 
Bayard, Chris-Craft was caused to believe that its investment 
in Piper stock was worth $65 per share, it acquired fewer 
shares of Piper stock under its tender offer than it wouJd 
nave acquired in the absence of such fraudulent conduct and tr 
market price of Chris-Craft was artificially manipulated down¬ 
ward from the price of $51-50 a share at which it was trading 
when Chris-Craft first announced its interest in Piper. 


18. After Chris-Craft's tender offer had terminate 
on February 3, 1969, Piper and Grumman announced that their 
agreement had been terminated. 

Chris-Craft’s Registration 
Statement for its Exchange Offer 

19. On February 27, 1969 Chris-Craft filed its 
registration statement and form of prospectus with the SEC 

in connection with its exchange offer to Piper's shareholders 
(the "Chris-Craft exchange offer") by which Chris-Craft pro¬ 
posed to offer to exchange certain of its own securities 
for 300,000 Piper shares, with the right to buy an additional 
100,000 shares. Chris-Craft reserved the right to terminate 
its offer, among other reasons, upon any material increase 
in the aggregate number of outstanding shares o r Piper stock 
or material change in the capitalization of Piper. 

20. Since the consideration to be received by 
Piper's shareholders who delivered their shares to Chris- 
Craft consisted of securities of Chris-Craft, the Management 
Directors and First Boston knew that any decline in the price 
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of Chrls-Craft's stock would advt ly affect the offer, as 
would any Increase In the number . riper shares outstanding, j 

The U.S. Concrete and s 

Southply Transactions 

i 

21. On March 22, 196? ile Chris-Craft 1 s 
registration statement was under view at the SEC, the 
Management Directors, at the insi.tence of First Boston, 
caused Piper to enter Into: 

(a) an agreement -Uh United States Concrete ' 
Piper Company ("U.S. Concrete") and Pittsburgh 

Coke & Chemical Company '"Pittsburgh Coke") whereby 

Piper would acquire all of the outstanding shares 

of their subsidiary, Ur .1 ed States Concrete Pice 

Company of Florida ("U.S. Concrete Florida") in 

• • 

exchange for 320,000 sh res of authorized but 
unissued common stock c-.' 1 1 ’iperJ and 

(b) an agreement with certain stockholders of 

Southply. Inc. ("South; under which Piper 

woulH acquire 99.^66* oi the outstanding shares of 
Southply in exchange fox 1 . 119,199 shares of 
authorized but unissued r.lock of Piper. 

22. The 149,199 shares which Piper agreed to 
issue for the stock of Southply had a market value, based 
on the last price on the NYSE, of over $10,600,000. Southply's 
net worth as of December 31, 1969 was minus $10,582 and ir 
had sustained net losses in 1968 uf $ 58,1199 and in 1967 of 
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$529,671. The stock which Piper agreed to issue for 
Southply had a value of at least $10,000,000 in excess of the 
value of Southply. 

23. The 320,000 shares of Piper stock which Piper 
agreed to issue for the acquisition of U.S. Concrete Florida 
had an aggregate value of approximately $ 22 , 800,000 based on 
the last price on the NYSE. In its annual financial state¬ 
ment, issued to stockholders on March 21, 1969, only one day 
before the agreement with Piper, Pittsburgh Coke represented 
that U.S. Concrete, including its subsidiary U.S. Concrete 
Florida, had a fair value, based cn underlying net assets, 
of only $16,535,000 and that in an attempted disposition the 
price might well be less. In addition, eight private treble 
damage antitrust actions were pending against U.S. Concrete 
involving the very business which Piper agreed to buy. The 
stock which Piper agreed to issue for U.S. Concrete Florida 
had a value of at least $7,000,000 in excess of the value of 
U.S. Concrete Florida. 

24. At the time they caused Piper to enter into 
the agreement for the acquisition of Southply and U.S. 
Concrete Florida, the Management Directors, First Boston, 
Miller and Bayard were aware of the provisions of Piper's 
Listing Agreement with the NYSE and of the applicable rules 
of the NYSE, by which it was necessary (a) for a listing 
application to be approved by the NYSE prior to the issuance 
of Piper stock to U.S. Concrete and to the shareholders of 
Southply, and (b) for the proposect Issuance to be authorized 
by Piper's shareholders before any application would be 
approved by the NYSE. 
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25- The agreements for the purchase of Southply 
and U.S. Concrete Florida were fraudulently entered into for 
the purpose of interfering with Chris-Craft's exchange offer 
and were intended to have the effect of diluting Piper's 
stock so as to keep control of Piper in the Management 
Directors and make it impossible for the exchange offer to 
succeed. The agreements constituted a device and artifice 
to manipulate the price of Chris-Craft downward and to 
defraud Chris-Craft and other purchasers of Piper stock who 
relied upon Piper's Listing Agreement with the NYSE and the 
obligations of the Management Directors to adhere to the NfSE 
rules prohibiting such dilution of the shareholders’ interest 
without their approval. 

26. The Management Directors, First Boston, Miller 
and Bayard were well aware that the shareholders of Piper 
would not approve the Issuance of the 469,199 shares of Piper 
stock for U.S. Concrete Florida and Southply, and that this 
transaction could not, therefore, be consummated under the 
NYSE ~ules and Piper's Listing Agreement. 

27. Nevertheless, intent only on blocking Chris- 
Craft's exchange offer, the Management Directors, First 
Boston, Miller and Bayard on or about March 24, 1969 , in 
knowing and willful violation of the NYSE rules and the 
Listing Agreement, caused Piper to issue the 469,199 shares 
of Piper stock in exchange for Southply and U.S. Concrete 
Florida without seeking or obtaining the approval of Piper's 
shareholders and without the approval of a listing applica¬ 
tion for such shares by the NYSE. When Bankers Trust Company, 
Piper's sole Registrar, refused to register the new issue of 
Piper stock and Manufacturers Hanover Trust Company, Piper's 
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sole Transfer Agent, refused to issue certificates of the stock, 
the Management Directors caused Piper to issue spurious certifi¬ 
cates to U.S. Concrete and the Southply shareholders. 

28. On March 31, 1969 Chris-Craft brought an 
action in the Supreme Court of the State of New York, County 
of New York, against Piper, the Management Directors, and 
others to enjoin or rescind the issuance of the aforesaid 
469*199 shares of Piper, in which action a temporary re¬ 
straining order was entered enjoining the further consummation 
of such transactions and preventing the issuance of Piper 
stock without prior NYSE approval. 

29. On April 3* 1969, after the Management Directors 
refused to take any steps to rescind the issuance of said 
shares, the NYSE Board of Governors directed that trading 

in Piper’s stock be suspended and that a delisting application 
be filed forthwith with the SEC, and announced that Piper 
had violated its Listing Agreement and the NYSE rules. 

30. Such NYSE action was deliberately brought about 
by the Management Directors, with the assistance of First 
Boston, Miller and Bayard, for the purposes of (a) depriving 
Chris-Craft and the other shareno iers of Piper of the benefits 
of NYSE listing, (b) discouraging Chris-Craft from proceeding 
with its exchange offer and causing the processing of the Chris- 
Craft exchange offer to be delayed by the SEC until the Southply 
and U.S. Concrete Florida transactions could be rescinded and 
Piper readmitted to trading on the NYSE, and (c) manipulating 
downward the price of Chris-Craft so that its exchange offer 
would be unsuccessful, or at least more costly. 
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31. On or about April Hi, i 9 6 9 Plper rescinded 

its acquisition of Southply and U.S. Concrete Florida and 

the purported Issuance of A6 9 ,l 99 Piper shares. As a result 

of this action which Chrls-Craft had demanded, effective 

April 21 , 1969 th e NYSE ended Its suspension of trading In 

Piper stock, and withdrew Its dellsting proceedings against 
Piper. 

Piper’s Issuance of False and 
Misleading Financial Statements 

32. On or about April 29, 1969 the Management 
Directors caused Piper to issue and publicly announce a 
false and misleading financial statement for the six months 
ended March 31 , 1969 . Said financial statement represented 
that Piper's per share earnings were the same as the 
equivalent 1968 period when in fact they were materially 
less, which distortion was accomplished by the adoption of 
a new accounting method to raise earnings .in 1969 without 
stating that a comparable adjustment was not being made in 
the 1968 figures and by the deliberate deferral of certain 
material losses to a later reporting period. 

Entr y of Bangor Punta into Conspiracy 

33- On May 7, 1969 Chris-Craft defined and 
publicly announced the terms of its exchange offer to buy 
300,000 shares of Piper stock with the right to buy an 
additional 100,000 shares which, if successful, would have 
given Chris-Craft a majority of Piper’s issued and outstand¬ 
ing stock. In exchange for each share of Piper stock. 
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Chris-Craft proposed to offer one share of new Chris-Craft 
; $2 preferred stock and two warrants to buy one share each of 

Chris-Craft common stock. 

3*J. In further pursuit of their aforesaid plan 
and scheme, the Management Directors, First Boston, Miller 
and Bayard, having failed in their other efforts to stop 
Chris-Craft from making its exchange offer, enlisted 
defendants Bangor Punta, Salgo and Wallace ar.d the other 
Bangor Punta directors in their unlawful scheme to interfere 
with and render unsuccessful Chris-Craft's exchange offer. 

35- On May 8, 1969 the defendants caused Piper 
and Bangor Punta to issue press releases and statements 
(hereinafter the "Piper-Bangor Punta announcement") to be 
disseminated through the means and instrumentalities of 
interstate commerce, including in the Southern District of 
New York, wherein it was stated (1) that Bar r Punta had 
agreed to acquire more than 500,000 shares of Piper stock 
from the Piper family, (2) that the agreement is a first 
step in a proposed consolidation of Bangor Punta and Piper, 
(3) that under the agreement and exchange offer the share¬ 
holders of Piper would receive a "package of Bangor Punta 
securities to be valued in the judgment of First Boston 
Corp. at not less than $80 per Piper share," (4) that the 
"sales of the combined companies would reach $^50,000,000 in 
fiscal 1969 with about $180,000,000 or ^0* in the aircraft, 
recreational and leisure time fields," and (5) that Bangor 
Punta was to make an "exchange offer," while also stating 


/ 
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hat a "merger" of the two companies would bring Bangor 
unta into the light aircraft business. 

36. The Piper-Bangor Punta announcement was false 
nd misleading in that it failed to disclose: 

(a) that Bangor Punta, the Piper family and 
First Boston did not intend that the package of 
securities to be offered to the Piper shareholders 
would have a market value or resale value of $80 
per Piper share and knew that the package would 
have to consist primarily of marginal and unlisted 
securities, such as warrants and debentures, 
exercisable and convertible at prices far in excess 
of the market value, of Bangor Punta common stock; 

(b) that an offering of Bangor Punta 
securities in exchange for shares of Piper could 
be made only by registration statement filed with 
and cleared by the SEC; 

(c) that no registration statement had been 
filed by fangor Punta with the :;EC and that, when 
filed, it . ould take a considerable amount of 
time Tor clearance; 

(d) that the announcement Itself was a 
violation of SEC rules, including Rule 135, and, 
as a result, subjected Bangor Punta to sanctions; 

(e) that although the press release suggested 
that there would be a merger of Piper and Bangor 
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Punta the directors of Piper had not even been 
asked to consider an agreement with Bangor Punta, 

or told that such an agreement was pending; and 

■ 

(f) that the Piper family would receive a 
bonus for its stock, that could exceed $ 13 , 000 , 000 , 
if they succeeded in persuading the independent 
shareholders of Piper not to tender their shares to 
Chris-Craft, but to sell or tender sufficient shares 
to Bangor Punta to give it more than 50% of the 
outstanding shares of Piper. 

37. So eager were defendants to Interfere with 
Chris-Craft's exchange offer, as described in Chris-Craft's 
May 7, 1969 announcement, that they issued the aforesaid May 
8 , 1969 announcement without even waiting for all the parties 
to execute the May 8 agreement. In order to induce several 
members of the Piper family subsequently to execute the May 8 
agreement, defendants William T. Piper, Jr., Howard Piper and 
Thomas F. Piper, with the assistance of First Boston, entered 
into a secret side-agreement by which such family members were 
guaranteed a cash resale value for the Bangor Punta securities 
received by them in the exchange offer in an amount not less 

than a value to be confidentially placed on such securities by 
First Boston. 


38. The Piper-Bangor Punta announcement, and the 
understandings of the defendants with respect thereto, were 
designed for the purpose of interfering with Chris-Craft's 
exchange offer and were calculated to have and did have the 
effect of artificially manipulating downward the price at which 
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shares of Chris-Craft were traded on May 8, 1969 from a high 
of *>48.25 per share to a low of $44.50 per share, while causing 
the price of both Piper and Bangor Punta to increase, thus 
adversely affecting Chris-Craft's exchange offer. 

Parking Arrangements for Piper Stock 

39. Prior to May 8, 1969 in violation of SEC Rule 
lOb-5 and interpretations of the rule upon which defendants 
clu'med to rely in making the May 8 announcement, defendant 
Salgo secretly tipped at least one broker to the fact that 
Bangor Punta intended to enter into an agreement with the 
Piper family to seek control of Piper. Such advance information 
was given for the purpose of (a) enabling the broker to purchase 
Piper stock on the open market for resale to Bangor Punta, 

(b) depriving Chris-Craft of the opportunity of acquiring said 
shar 3 on its exchange offer, and (c) assuring Bangor Punta in 
advai.ee of its agreement with the Piper family that it would 
be able to secure working control of Piper to the detriment of 
Chris-Craft. Piper shares acquired as a result of such advance 
inlc mation were in fact resold to Bangor Punta and not tendered 
to Chris-Craft. 


40. After the May 8, 1969 announcement, the defend¬ 
ants, or some of them, continued to encourage others to purchase 
shares in the open market with the understanding that they 
would be resold to Bangor Punta and not tendered to Chris-Craft. 

Illusory Market Strength 
of Bangor Punta Stock 


41. For the purpose of providing artificial support 
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to the value of Bangor Punta common stock, between the May 8 , 
1969 announcement and the close of Bangor Punta's exchange 
offer, at least the major institutional creditor and equity 
holder of Bangor Punta, which was in a control position, 
purchased 160,000 shares or more of Bangor Punta common stock 
on the open market in scattered transactions to create the 
impression that broad-based market strength existed for such 
securities. 

Recommendations by the Piper Family 

42. By means of misleading communications, following 
May 8 , 1969, Piper and the Management Directors, with the 
knowledge and at the request of Bangor Punta, engaged in efforts 
to induce the shareholders of Piper to tender their shares to 
Bangor Punta rather than to Chris-Craft, to wit: 

(a) By letter dated June 4, 1969 on the 
letterhead of Piper signed by defendant W. T. 

Piper, Jr., as Chairman and President of Piper, 

Piper described the terms of Bangor Punta's 
exchange offer contained in its preliminary 
prospectus dated May 29, 1969 , and urged them: 

"In your own interests ... to read and study 
this material carefully." 

(b) By letter dated June 20, 1969 , on the 
letterhead of Piper and signed by defendant W. T. 
riper, Jr., all Piper shareholders were advised 
that the Executive Committee of Piper believed 
that the Chris-Craft offer "is not in your best 
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interests and you should therefore continue to 
reject it." The letter went on to make specific 
criticisms of the Chris-Craft exchange offer, and 
stated in bold print that no member of Piper’s 
management would accept the Chris-Craft offer. 

(c) By letter dated July 25, 1969 and signed 
by defendant W. T. Piper, Jr., Piper’s shareholders 
were told that the Piper Board of Directors 
"strongly recommend that you accept the Bangor 
Punta offer" which became effective on July 18, 

1969 and that "a combination with Bangor Punta is 
in the best interests of all the shareholders." 
Piper's shareholders were further told not to 
hesitate to telephone defendant First Boston, and 
even provided its number in New York. 

^3. The aforesaid letters were misleading in 
material respects in that they failed to disclose: 

(a) that under the terms of the May 8 , 1969 
agreement the Piper family stood to gain over 
$13,000,000 from promoting the Bangor Punta offer 
over the Chris-Craft offer and by inducing Piper 
shareholders to tender or otherwise sell to Bangor 
Punta a majority of Piper's outstanding stock: 

(b) that the side-agreement described in para¬ 
graph 37 herein had been entered into which guaranteed 
a select group of family members a certain resale 

value for the Bangor Punta securities to be received 
by them; 
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1 (c) that the principal members of Piper's 

management were under a contractual obligation to 
tender to Bangor Punta, and could not therefore 
consider acceptance of the Chris-Craft offer; 

(d) that Piper's financial analysts had con¬ 
cluded that the Bangor Punta off- r wap detrimental to 
the interests of Piper; and 

(e) that criticisms which Piper made of the 
Chris-Craft exchange offer, such as that it was a 
fully taxable transaction and required an irrevocable 
proxy, also applied to the Bangor Punta offer. 

***** The Management Directors also caused Piper to 
hire at Piper's expense but for their benefit a proxy solicita¬ 
tion firm to urge Piper's shareholders not to tender to Chris- 
Craft but to tender to Bangor Punta. Said firm, acting on behalf 
ol the Piper family. Piper and Bangor Punta at the same time, 
emphasized that the Piper management favored the Bangor Punta 
offer but failed to disclose the facts described above and re¬ 
peated misleading statements contained in Bangor Punta's prospec¬ 
tus . 

T he Misleading Bangor Punta Prospectuses 

** 5, The defendants sought to induce, and did induce. 
Piper shareholders to accept the Bangor Punta exchange offer, 
and to reject the Chris-Craft exchange offer, by means of false 
and misleading preliminary and final prospectuses dated May 29, 
1969 and July 18, 1969, respectively, which were disseminated 
to all Piper shareholders. 
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^6. Said prospectuses were prepared by Bangor 
Punta, and information on Piper was supplied by Piper and by 
the Management Directors. First Boston acted on both sides 
of the transaction, was designated in the prospectuses as 
"Dealer-Manager" of the exchange offer and consented to the 
use of its name on said prospectuses with the intention that 
it be relied upon by the Piper shareholders. 

^7• The preliminary and final prospectuses were 
false and misleading in material respects, including the 
following: 

(a) The prospectuses reported that Bangor 
Punta, on a consolidated basis, had a shareholders 
equity of $120,081,338, without disclosing that 
the consolidated assets had been overstated by 
approximately $22,000,000, representing about 20 % of 
its net worth and including a $U ,000-,000 overstate¬ 
ment of the assets of the Bangor and Aroostook Rail¬ 
road. On or about December 2, 1969, after it had 
acquired over 50 % of the stock of Piper, Bangor Punta 
announced that for the year ended September 30, 1969 , 
it had written off or down approximately $22,000,000 
in assets carried on its financial statements in the 
July 18, 1969 prospectus. 

(b) The prospectuses carried the ~'^ets of the 
Bangor and Aroostook Railroad at $19,000 ,l ^r.d 
described the railroad as a going business without 

i 

disclosing that it was negotiating to sell the rail- 

1 

road, and had reached an agreement in principle with 


A 
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a buyer to sell the railroad for only $5,000,000, 
subject to approval of Bangor Punta's Board of 
Directors and the Interstate Commerce Commission, 
which agreement was not to be finalized or disclosed 
until the exchange offer was completed. 

(c) The prospectuses described the May 8, 

- 1969 a S reeme nt between the Piper family and Bangor 
Punta without disclosing that the secret side-agree¬ 
ment described in paragraph 37 herein had been entered 
into guaranteeing said members of the Piper family a 
certain cash resale value not disclosed to or made 
available to other members of the Piper family or to 
the public shareholders of Piper. Said side-agreement 
was not revealed to plaintiff until April 1970, when 
it was subpoenaed from a member of the Piper family. 

(d) The prospectuses did not disclose the 
inherent conflict of interest of First Boston in that 
it was acting as Dealer-Manager for Bangor Punta and 
as agent for Piper and the Piper family and was to 
pass upon the value of the securities package to be 
offered to the public. This conflict of interest 
acted to the great detriment of Chris-Craft and the 
public in that First Boston did not act in accordance 
with its obligations under the securities laws when 
it did not make or require disclosure of the secret 
side-agreement described in paragraph 37 herein or 
the confidential opinion which it was asked to give 
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and Lave pursuant to and in furtherance of that 


agreement. 

(e) The prospectuses failed to disclose the 
safety problems relating to the operation of the 
Piper PA-30 airplane and that it would be necessary 
for Piper to undertake a retrofit of the almost 
2,000 such aircraft in the hands of the public. 

(f) The prospectuses failed to disclose that, 
in part as a result of the accident rate of the 
PA-30, Piper's insurance premium had been materially 
increased. To conceal this fact, premium expense 
which therefore had been shown separately was lumped 
into general administrative expense. 

(g) The prospectuses failed to disclose that 
serious difficulties had been encountered in the 
production of the Pocono, which would require the 
termination of plans to produce this model and the 

idling of a $2,000,000 plant constructed to produce 
t. 

(h) The prospectuses repeated the misleading 
comparison, described at paragraph 32 herein of the 
jix-month earnings for 1969 with the six-month 
-arnings for 1968, without disclosing that expenses 
properly chargeable to the six-month 1969 period 
were being allocated to a later period not shown in 
the prospectus. It was not disclosed that, using 
the sane accounting method for the first six months 













Of 1969 as had been used for 1968 earnings, Piper's 
earnings would have been materially lower for tne 
first six months of 1969 . 

(i) The prospectuses did not fairly show the 
dilution in Bangor Punta's earnings which would 
result from the warrants to be issued pursuant to 
the exchange offer. 

(j) The prospectuses failed to disclose the 
effect that Bangor Punta's cash purchases of shares 
of Piper stock between May 14 and May 23, 1969 had 

in the marketplace, as alleged in Count Three herein. 

48. In its final prospectus Bangor Punta made a 
disclaimer for the first time that "No guarantee of, or 
representation as to, the value of the securities and/or 

cash offered by Bangor Punta pursuant to the Exchange Offers 
is or can be made." 

49. Although the press release which implanted the 
notion that the offer would be worth $80 a share, and the 
preliminary prospectus which perpetuated it had been given wide 
circulation for several months, Bangor Punta set a closing date 
of merely five business days for its exchange offer so that 
Piper shareholders would be pressured into tendering their stock 
to Bangor Punta and rejecting the Chris-Craft exchange offer 
without discovering that the market value of the Bangor Punta 
exchange offer was substantially less than the promised $80 a 


share. 
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50. In fact, at no time after the effective date 
of lit exchange offer did the Bangor Punta securities package 
have a market value of as much as $80 a share, and even on the 
date the exchange offer closed on July 2 9 , 1969 Its value had 
declined to approximately $70. 

51. By reason of the foregoing acts and misrepre¬ 
sentations, Bangor Punta received from the public on its 
exchange offer 111,628 shares of Piper which otherwise would 
not have been tendered to it and might have been tendered to 
Chris-Craft. These shares, together with the Piper family 
shares and the 120,200 shares of stock unlawfully acquired for 
cash as described in Count Three herein, gave Bangor Punta 
working control of Piper, which was accomplished by the re¬ 
constitution of the Piper Board of Directors referred to jn 
paragraph U herein. 

Post-Exchange Offer Purchases 


52. After the expiration of its exchange offer, 
and with working control of Piper, Bangor Punta continued to 
purchase shares of Piper stor.k for cash in transactions 
arranged by the Management Directors in furtherance of their 
efforts to obtain a bonus of up to $13,000,000 under the May 8 , 
1969 agreement. Bangor Punta also secretly purchased shares 
of Piper stock on the PBWSE until it acquired a majority of 
Piper outstanding stock. 

53- In such manner, subsequent to August 8 , 1969 
Bangor Punta purchased for cash approximately 103,975 of 
Piper stock, which increased its percentage interest in Piper 
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from approximately 45J to approximately 50. 9 % of the out¬ 
standing Piper shares. 

COUNT TWO 

54. Chris-Craft repeats the allegations of para¬ 
graphs 1 through 7, 35, 38, and 48 through 51, as if the same 
were set forth at length herein. 

55- The Piper-Bangor Punta May 8, 1969 announce¬ 
ment was made at a time when no registration statement 
covering the Bangor Punta securities to be exchanged was in 
effect and constituted the use of means or instruments of 
interstate commerce to offer to sell such securities through 
the use of a prospectus or otherwise, in violation of Section 
5 of the Securities Act of 1933, as amended, and Rule 135 
promulgated thereunder. 

56. The defendants were well aware that the SEC 
had recently, in a well-publicized ruling, adopted sanctions 
against a company making an exchange offer which had made 
an announcement of a less inflammatory nature than the 
Piper-Bangor Punta announcement. With this knowledge, the 
defendants willfully and maliciously caused the announcement 
to be issued in order to interfere with the Chris-Craft 
exchange offer. 

COUNT THREE 

57- Chris-Craft repeats the allegations of para¬ 
graphs 1 through 53, as if the same were set forth at length 


herein. 
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58. On April 7 , 1?69, at a meeting called by the 
SEC, the staff of the SEC informed Chris-Craft (a) that any 
further purchases by Chris-Craft of shares of Piper stock, 
other than by means of the exchange offer, would be regarded 
by the SEC as in willful violation of Section 10 of the 
Securities Exchange Act of 1934 and Rule 10b-6 thereunder, and 
would subject it to the penalties for willful violation of 
securities laws, (b) directed Chris-Craft not to purchase 
shares of Piper stock during the pendency of its exchange offer 
and (c) informed Chris-Craft that Piper was being advised that 
this same warning and direction applied to shares of Piper 
stock by it, its management and by any third parties acting 

in concert with any of them. 

59. Chris-Craft made no purchases of shares of 
Piper stock from the time it received the directive from the 
SEC on April 7> 1969 until after the close of its exchange 
offer. 

60. Bangor Punta, between May 14 and May 23, 1969, 
acted in willful violation of Section 10 of the Securities 
Exchange Act of 1934 and Ruj.e 10b-6 thereunder, and purchased 
120,200 shares of Piper stock, thereby gaining a decided 
advantage over Chris-Craft in the struggle for control of 
Piper. 

61. In response to Bangor Punta’s illegal cash 
purchases of 120,200 Piper shares, the price at which Piper 
stock was trading on the NYSE increased between May 14 and 
May 23, 1969 from approximately $72.50 to a high of $77.50, 
causing many Piper shareholders to assume that the price 
increase had resulted solelv from the bullish effect of Bangor 
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Punta's exchange of;.- on the market *nd to decide to tender to 
Bangor Punta rather an to Chris-Crait under its competing 
tender offer. 

!•' i IEF UNDER ALL COUNTS 

62. As •’ ’ult of the for - going acts and courses 
of conduct, Bangor La ultimately acquired 838,156 shares 
of Piper, or 50. 9t of Piper's outstanding stock. It has thus 
secured the power t.< ^ect a majority of the Board of 
Directors, to declaim >r withhold dividends, to appoint 
officers and to dominate completely Piper's affairs, even to 
the extent of causing a merger or issuing new shares of stock 
without the consent * . the other shareno] der s . 

63 . Chris .■raft owns 697,495 of Piper stock, or 
^2.6% of Piper's outstanding stock, acquired at a cost of 
over $^5,000,000 in .*sh and in the value of its securities. 

64. The foregoing acts and courses of conduct by 
the defendants misleo. Chris-Craft and caused it to buy shares 
of Piper at prices £’•’ stantially in excess of their true 
value, required Chri Craft to incur substantial costs and 
expenses to protect ,ts Interest in Fiper and sharply decreased 
the value of Chris-Ci aft's holdings in Piper, which has caused 

| Chris-Craft damages f at least $44,000,000. 

1 65 . But for the unlawful acts of the defendants 
described herein, Chris-Craft would have achieved control of 
Piper, or at least the price of Piper common stock during 
1969 would not have been at the artificially high level to 
which it was driven by defendants' unlawful conduct. 
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66. Chris-Craft has no adequate remedy at law. 
WHEREFORE, Chris-Craft demands judgment: 

1. Enjoining and restraining defendant 3angor Punta 
and all persons acting on its behalf from voting all shares 

of Pipt .• which it acquired in violation of the securities laws 
subsequent to May 8, 1969, as long as such shares of Piper 
stock are held directly or indirectly by Bangor Punta. 

2. Requiring Bangor Punta to divest, by public 
auction or in such other manner as the Court may prescribe, 
all shares of Piper stock acquired by it in violation of the 
securities laws, including (a) the 120,200 shares purchased 
between May 14 and 23, 1969, (b) approximately 111,628 shares 
acquired pursuant to its July 18, 1969 exchange offer and 

(c) approximately 103,975 shares acquired subsequent to 
August 8, 1969. 

3. Requiring defendants to pay to Chris-Craft 
compensatory damages to be determined by the Court and 
estimated as of the date of this complaint to be no less than 
$44,000,000, together with punitive damages in the amount of 
$ 1 , 000 , 000 . 

Dated: New York, N.Y. 

June 9, 1970 


PAUL, WEISS, GOLDBERG, RIFKIND, 
WHARTON % GARRISON 



345 Park Aver.ue 
New York, N.Y. 10022 

935-:OCO 
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UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


----— --x 

CHRIS-CRAFT INDUSTRIES, INC., : 

Plaintiff, 


69 Civ. 2227: KP 


-against* 

PIPER AIRCRAFT CORPORATION, et al.. 


ANSWER AND COUNTERCLAIM 
OF CERTAIN DEFENDANTS 
TO SECOND AMENDED COMPLAIN 


Defendants. 


x 


ANSWER AND COUNTERCLAIM OF CERTAIN 
DEFENDANTS TO SECOND AMENDED COMPLAINT 

Defendants Piper Aircraft Corporation (hereinafter referred 
to as “Piper") and Thomas F. Piper, William T. Piper, J-. and Howard 
Piper, (hereinafter referred to as the “Piper defendants"), answering 
the second amended complaint herein: 

FIRST DEFENSE TO COUNT ONE 

1. Deny each and every allegation contained In paragraph 1 
of the second amended complaint, except admit that plaintiff purports 
to bring this action under the statutes and rules therein cited. 

2. Deny each and every allegation contained In paragraphs 
2, 10, 11, 13, 15, 16, 17, 20, 21, 22, 23, 24, 25, 26, 27, 30, 32, 34, 
36, 37, 38, 39, 40, 41, 42, 43, 44, 45, 47, 49, 50, 51, 52 and 53 of 
the second amended complaint. 

3. Admit the allegations contained In paragraphs 3, 4 and 8 
of the second amended complaint. 

4. State that they are without knowledge or Information 
sufficient to form a belief as to the truth of the allegations con¬ 
tained In paragraph 5 of the second amended complaint, except admit 
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tint Chris-Craft Industries, Inc. ("Chrls-Craft") owns so— shirts ©f 
Piper com stock. 

5. Deny tich and ovary alligation contained In the last 
santonct of paragraph 6(a) of tha second amended conplalnt. Adult 
tha alligations contained in the first throe sentences of paragraph 
6(a) and paragraphs 6(b) and 6(c) of tha second amended co—lalnt. 

6. Adult tha allegations contained In tha first two sen¬ 
tences of paragraph 7 of the second a—nded cooplalnt. Deny each and 
every allegation contained In the third sentence of paragraph 7 of 
the second —ende d cooplalnt. 

7. Deny each and every allegation contained In paragraph 9 
of the second a—nded cooplalnt, except adlrft that on or about 

23* 1969, Chris-Craft, for the first tin, publicly announced 
that It had acquired shares of Piper comon stock and proposed —king 
a tender offer for 300,000 shares of Piper conoon stock at $65 per 
share, with a view to control of Piper, and that the closing price of 
the Piper co—on shares on the New York Stock Exchange on January 22, 
1969 was $52.50 per share. 

8. 0—y each and every allegation contained In paragraph 12 
of the second a—nded conplalnt, except adnlt that on or about 
January 24, 1969, Chrls-Craft —de a tender offer to shareholders of 
Piper for 300,000 shares of Piper co—on stock at $65 per share, and 
that Piper sent letters to Its shareholders dated January 27 and 
January 28, 1969, and refer to those letters for the full contents 


9. Deny each and every allegation contained In the first 
sentence of paragraph 14 of the second a—nded conplalnt. Adalt the 
second sentence of paragraph 14 of the second —ended conplalnt. 
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10. Deny each and every allegation contained In paragraph 

18 of the second amended complaint, except adel t that the agreeeent 
between Piper and Grumn Aircraft Engineering Corporation was 
terminated by mtual consent on or about March 18, 1969. 

11. Deny each and every allegation contained In paragraph 

19 of the second aeended coeplalnt, except achalt that on February 27, 
1969, Chris-Craft filed a Fore S-l with the Securities and Exchange 
CoMlsslon by which Chrls-Craft proposed to offer to exchange unspec¬ 
ified amounts of certain of Its securities for shares of Piper comaon 
stock, and refer to the Fora S-l for the full terms and provisions 
thereof. 

12. Deny each and every allegation contained In paragraph 

28 of the second anended complaint, except aMt that on or about 
March 31, 1969, Chrls-Craft Instituted an action against Piper, the 
Piper defendants and others In the Supreme Court of the State of New 
York, County of New York and refer to the pleadings and order therein 
for the full contents thereof. 

13. Deny each and every allegation contained In paragraph 

29 of the second aaended coaplalnt, except aMt that trading In 
Piper coaaon stock wes suspended on the New York Stock Exchange coa- 
aenclng April 7, 1969. 

14. Deny each and every allegation contained In paragraph 
31 of the second amended complaint, except admit that the transactions 
with South Ply and U. S. Concrete Pipe Company of Florida were re¬ 
scinded on April 14, 1969 and that the suspension of trading In Piper 
coven stock wes terminated effective April 21, 1969. 

15. Deny tach and every allegation contained In paragraph 
33 of the second anended complaint, except admit that on or about 
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Miy 7, 1969, Chrli-Cr*ft announced that It had fllad an amendment to 
the S-l previously filed with the Securities and Exchange Comslsslon 
and refer to such announcement and amendment for the full terms and 
conditions of the exchange offer referred to. 

16. Deny each and every allegation contained In paragraph 
35 of the second amended complaint, except admit that on May 8, 1969, 
Piper and Bangor Punta Issued press releases and refer to such re¬ 
leases for the full contents thereof. 

17. Deny each and every allegation contained In paragraph 
66 of the second amended complaint, except admit that prospectuses 
were prepared by Bangor Punta and Information oe Piper was supplied 
by Piper and that First Boston was designated In the prospectuses as 
"dealer-manager*. 

18. Deny *ach and every allegation contained In paragraph 
48 of the second amended complaint except admit that the final 
prospectus was filed and refer to such prospectus for the full terms 
and provisions thereof. 

FIRST DEFENSE TO COUMT TWO 

19. Repeat the admissions and denials herein with respect 
to paragraphs 1 through 7, 35, 38 and 48 through 51 of the second 
amended complaint as though set forth herein at length. 

20. Deny each and every allegation contained In paragraphs 
55 and 56 of the second amended complaint. 

FIRST DEFENSE TO COURT THREE 

21. Repeat the admissions and denials herein with respect 
to paragraphs 1 through 53 of the second amended complaint as though 
set forth herein at length. 
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22. State that they are without knowledge or Information 
sufficient to form a belief as to the truth of the allegations con¬ 
tained In paragraphs 58 and 59 of the second amended complaint. 

23. Deny each and every allegation contained In paragraphs 
60 and 61 of the second amended complaint. 

DEFENSE TO ALL COUNTS 


24. Deny each and every allegation contained In paragraphs 
62, 63, 64, 65 and 66 of the second amended complaint. 


THIRD DEFENSE TO ALL COUNTS 


25. The allegations of the second amended complaint fall to 
state a claim or claims against Piper or the Piper defendants upon 
which relief can be granted. 


FIRST AFFIRMATIVE DEFENSE 

26. By reason of the wrongful and unlawful conduct of 
Chrls-Craft hereafter set forth, Chrls-Craft enters this court with 
unclean hands and Is barred from any relief demanded In the second 
amended complaint. 

SECOND AFFIRMATIVE DEFENSE 

27. After Chrls-Craft announced the aforementioned cash 
tender offer In January 1969, Piper became aware of the prior corpo¬ 
rate history of Chrls-Craft and its management and, acting In the best 
Interests of all the Piper shareholders, decided that the acquisition 
of control of Piper by Chrls-Craft would not be In the best Interests 
of the Piper shareholders. Piper therefore undertook to oppose Chrls- 
Craft* s attempts to acquire control of Piper, the Piper defendants 
rejected Chrls-Craft's offers to them of personal advantage in ex- 
chomge for co-operat'an with Chrls-Craft's take over attest, and 
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Plptr starched for corporate opportunities which would promote the 
Interests of all Piper shareholders. 

THIRD AFFIRMATIVE DEFENSE 

28. Chrls-Craft Is estopped from recovering herein as It 
failed to take appropriate steps to Mitigate Its alleged daMgts. 

COUNTERCLAIM 

29. Beginning at least as early as October 1968 Chrls-Craft 
Its officers and directors and Its financial advisors have undertaken 
and engaged upon an unlawful conspiracy, plan and scheme In contraven¬ 
tion of the federal securities laws and other applicable federal 
statutes and regulations. Including Sections 5, 10, 12 and 17 of the 
Securities Act of 1933 (15 U.S.C. 177(a) et sea.) ('the 1933 Act"), 
Sections 7, 9, 10, 13 and 14 of the Securities Exchange Act of 1934 
(15 U.S.C. 178(a) et sea.) ("the 1934 Act") and Sections 3, 7, and 17 
of the Investment Company Act of 1940 (15 U.S.C. |80 a-1 et seq.) 

("the 1940 Act") and the rules promulgated thereunder with respect to 
each such act. The purpose of such unlewful conspiracy, plan and 
•cheme was to acquire control of Piper and to merge or otherwise con¬ 
solidate Chrls-Craft and Piper In a manner favorable to Chrls-Craft 
and contrary to the best Interests of Piper and Its shareholders. 

30. This counterclaim Is asserted pursuant to Rule 13 of 
the Federal Rules of Civil Procedure. 

31. Jurisdiction of this court Is based on Section 22 of 
the 1933 Act, Section 27 of the 1934 Act and Section 43 of the 1940 
Act. The acts and transactions complained of herein occurred. In 
whole or In part, within the Southern District of New York. 

32. Pursuant to the aforementioned conspiracy, plan and 
schema, Chrls-Craft has undertaken the following overt acts, among 
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(a) Secretly acquired shares of Piper comon stock 
frm ■ registered Investment company In a negotiated transaction 
without prior approval of the SEC In violation of Section 17 of the 
1940 Act; 

(b) Disclosed the aforementioned conspiracy, plan 
and scheme, together with other confidential Information to represen¬ 
tatives of the registered Investaent coapany. without making similar 
disclosure to the publics and 

(c) Failed to fully and publicly disclose In press 
releases. In public documents filed with the SEC, In Its December 1968 
Debenture prospectus, or In Its January 1969 tender offer Its true 
Intentions with respect to Piper, Its lack of financial ability to 
undertake the acquisition of Piper, Its Intention to elect persons 
previously selected by It as directors of Piper, and other material 
facts. 

CHRIS-CRAFT'S ACQUISITION OF 
STOCK PRIOR TO ITS TENDER OFFER 

33. CoMencIng on or about December 30, 1968 and ending 
prior to January 23, 1969, Chrls-Craft acquired about 99,400 shares 
of Piper's common stock In the open market by purchases on the New 
York Stock Exchange. These securities were purchased through a secret 
ntobered brokerage account at Mitchell Hutchins & Co. which was estab¬ 
lished at leaf: as early as November 1968 for the express purpose of 
purchasing Piper stock. 

34. On January 23, 1969, Chrls-Craft In a negotiated trans¬ 
action purchased 101,100 shares of Piper's comon stock from 
Technology Fund, Inc., an Investment company registered under the 
1940 Act. Chrls-Craft did not, prior to purchasing Piper's stock from 


a 
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th# registered Investment company. seek or obtain the order of the SEC 
required by the 1940 Act excepting froe the Act Chrls-Craft's afore¬ 
said purchase. 

CHRIS-CRAFT'S SCHEDULE 130 FILIN6 
WITH THE COMMISSION AND PIPER 
PRIOR TO THE TENDER OFFER _ 

35. On January 23, 1969 Chrls-Craft filed with the SEC a 
docueent entitled "Schedule 13D - Information To Be Included In State- 
BMts Filed Pursuant to Rule 13d-1 or 14d-l\ dated January 22, 1969 
(hereinafter "Schedule"). That Schedule, together with subsequent 
aeemtaents thereto, was materially deficient In the following respects: 

(a) Itea 3 of the Schedule, entitled "Source and 
Aaount of Funds or Other Consideration", was false and misleading and 
oaltted material facts concerning (1) the specific source of the funds 
used by Chrls-Craft to acquire the shares of Piper stock. (2) the 
aaount of the proceeds of Chrls-Craft's December 1968 public offering 
used for such acquisitions, (3) the aaount of bank and other credit 
used for such acquisitions, (4) the aaount of the proceeds from the 
aforementioned public offering available to pay for tendered shares 
and (5) the aaount Chrls-Craft expected, or would have, to borrow to 
finance Its purchase of tendered shares, and the teres and conditions 
of such proposed borrowings; 

(b) Item 4 of the Schedule, entitled "Purpose of 
Transaction", was false and misleading and failed to describe Chrls- 
Craft's proposed steps and purpose to effectuate Its aforementioned 
overall plan with respect to Piper: and 

(c) Item 5 of the Schedule, entitled "Interest In 
Securities of the Issuer", was false and misleading and failed to 
disclose that Chrls-Craft purchased shares of Piper's stock from an 
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"Institutional Investor" In a negotiated transaction at a tine when 
Chrls-Craft was an affiliated person of that Investor. Chrls-Craft 
also failed to disclose that prior SEC approval of that transaction 
was required under the 1940 Act. 

CHRIS-CRAFT'S PRESS RELEASE 

36. On January 23• 1969 Chrls-Craft Issued a press release 
which announced Its "Offer to Purchase" up to 300,000 shares of 
Piper's comon stock at $65 per share. The release was designed to, 
and did solicit proxies In support of Chrls-Craft's unlawful plan. 

The release constituted a solicitation of proxies without appropriate 
coapllance with the filing and disclosure requlresents of the SEC's 
proxy rules. 


CHRIS-CRAFT'S TENDER OFFER 

37. On January 24, 1969 and on n u m e rous dates thereafter 
Chrls-Craft caused to be published In newspapers of wide general cir¬ 
culation and transported by the malls and Interstate commerce, an 
"Offer to Purchase" up to, and possibly more than, 300,000 shares of 
Piper's comaon stock, at a price of $65 per share. 

38. The "Offer to Purchase" required transmittal of an 
Irrevocable proxy with the tendered shares and constituted an overt 
solicitation by Chrls-Craft of proxies without compliance with the 
proxy rules of the SEC. 

39. The "Offer to Purchase" further stated that 

"Chrls-Craft Is purchasing the Piper shares fur 
Investment with a view to control of Piper, but It does 
not presently have any specific plan or proposal to 
liquidate Piper, to acquire control of Piper, to sell 
Its assets or to merge w1*h any other companies or to 
make any other major change In Its business or corpo¬ 
rate structure. If this Offer Is successfully co*q>leted, 
Chrls-Craft will give consideration to some form of 
amfclnatlon between It and Piper." 
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That statement was falsa and Misleading and omitted to disclose the 
material fact that Chrls-Craft did have a specific plan and was 
Implementing It In attempting to elect Its nominees as directors at 
Piper's 1969 annual meeting In order to acquire control of Piper and 
to combine with It. 

40. As a result of the pro*y solicitation contained In the 
Offer to Puchase", Chrls-Craft obtained purported proxies covering 

more than 300.000 shares and voted the sm at Piper's 1969 annual 
meeting In violation of Rule 14a-4 of the SEC's pro*y rules. 

CHRISrC WT's LETTER Of JANUARY 28. 1969 

41. Coraeenclng ©». ,<r about December 30, 1968 and continuing 
to February 3, 1969, Chrls-Craft acquired approximately 140,000 shares 
of Piper's comon stock In the open market. Chrls-Craft Intentionally 
did not demand or request from the sellers of such shares, at the 
time of acquiring them, either as part of Its contract or otherwise, 
the execution of proxies by the shareholders of record on January 3, 
1969 to vote such shares at Piper's 1969 annual meet'nq. 

42. On January 28, 1969 Chrls-Craft addressed letters to 
the shareholders of record of such shares. Such letters were false 
and fraudulent In that they stated that Chrls-Craft, rather than the 
sellers of such shares, should be entitled to vote them at Piper's 
1969 annual meeting, that the New York Business Corporation Law 
Imposed a duty on the record holder of shares to Issue to Chrls-Craft, 
upon demand, a proxy to vote such shares and that Chrls-Craft was 
entitled to make such a demand, despite the fact that Piper Is a 

Pennsylvania corporation and not subject to the New York Business 
Corporation Law. 

43. The aforesaid letters were calculated to result and 
did result In the procurement by Chrls-Craft. from the shareholders of 
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record who received such letters, the execution of proxies which 
Chris Craft voted In favor of Its nominees for directors at Piper's 
1969 annual meeting. 

CHPIS -ORAFT's EXCHANGE OFFERS 


44. On Hor ua.y 27, 1969, In furtherance of the aforemen- 
tloned conspiracy, plan and scheme, Chrls-Craft filed a Registration 
Statement and form of Prospectus, Form S-1 with the SEC. The S-1 was 
subsequently amended and became effective on May 15, 1969. Thereafter 
Chrls-Craft filed a second Registration Statement and form of Prospec¬ 
tus which prospectus became effective July 24, 1969. 

45. The said Registration Statements- and Prospectuses were 
false, misleading and deficient In many material respects and failed 
to disclose material facts. Including, among others, the following: 

(a) The actual earnings of Chrls-Craft on a per share 

basis; 


(b) The accurate pro forma financial Information with 
respect to Piper and Chrls-Craft; 

(c) The source of the funds utilized by Chrls-Craft 
to acquire shares of Piper common stock and the terms and conditions 
of the loan or loans made by Chrls-Craft to obtain such funds; 

(d) The prior corporate history of Chrls-Craft and Its 
management to the extent hereafter set forth; 

(e) The absence of any study by Chrls-Craft of the 
aircraft manufacturing Industry, Including Piper's role and position 
therein and Its capital requirements; 

(f) The Inability of Chrls-Craft to manage and operate 
Piper's business without qualified personnel experienced In the design, 
manufacture, sale and distribution of general aviation aircraft; 
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(g) The fact that Chrls-Craft's offer to exchange 
Chrls-Craft securities for Piper coamnn stock would. If less than 
majority control Is acquired, result In Chrls-Craft becoming an Invest¬ 
ment company within the meaning of Section 3(a) of the Investment 
Company Act of 1940 and subject to all the restrictions therein and 
that the exchange offer constitutes a violation of Section 7 of said 
Act; 

(h) The fact that In February 1969, Chrls-Craft bor¬ 
rowed the sum of $15,000,000 from a national bank under circumstances 
which constituted a violation of Regulation U of the Board of Governors 
of the Federal Reserve System Issued pursuant to Section 7(d) of the 
Securities Exchange Act of 1934; 

(1) The lack of any plan for the repayment by Chrls- 
Craft of such $15,000,000 loan, which repayment can be compelled upon 
demand by the bank; 

(j) The fact that Chrls-Craft, prior to the effective 
date of Its exchange offer. Intended to bring, and thereafter during 
the pendency thereof, did bring, an action against Piper and others 
demanding damages In the sum of $45,000,000, which action places 
Chrls-Craft directors, who also purport to act as directors of Piper, 
In a conflict of Interest which requires them to resign as directors 
of Piper; 

(k) The fact that the merger of Chrls-Craft and 
Baldwln-Montrose Chemical Co. consummated In the spring of 1968 was In 
violation of the federal securities laws; 

(l) The fact that Chrls-Craft had decided to sell Its 
Industrial division for 19 million dollars; 

(m) The fact that during the period beginning February 
27, 1969 and continuing until at least April 7, 1969, Chrls-Craft, In 





145 A 

violation of Rule 10b-6, unlawfully continued to solicit tfie purchase 
of shares of Piper r o— o n stock until compelled to desist by the SEC; 

(n) The fact that Chris-Craft as presently constituted. 
Is the result of numerous mergers with viable corporations, the busi¬ 
ness of nany of which Is no longer being carried on by Chrls-Craft; 

(o) The fact that after the Merger with, or acquisi¬ 
tion of, such viable corporations, Chris-Craft's Management disposed 
of the productive business and assets of such other corporations, and 
that such disposition was frequently at a loss as, for example, oc¬ 
curred In the case of Baldwin Rubber Company and General Artists 


Corporation; 


(p) The fact that the purchasers of the productive 


business and assets of the merged or acquired corporations. In some 
Instances, were financed by officers of Chris-Craft or the c o rpo ra tion 
Itself as. for example, occurred In the case of Centllvre Brewing Co. 
and General Artists Corporation; 

(q) The fact that Chris-Craft's management freq u ently 
used the assets of Chrls-Craft to acquire stock Interests In other 
corporations after which Chris-Craft's officers and directors became 
directors of such other corporation but, upon meeting resistance to a 
take over of such other corporation, disposed of the stock at a profit, 
as occurred, for example, In the case of Paramount Pictures Corpora¬ 


tion; 


(r) The fact that the history of the managamrnt of 


Chrls-Craft has been one of utilizing the assets of Chrls-Craft and 
Its predecessor corporations for their self-aggrandisement In a manner 
inconsistent with the best Interests of the stockholders of such 
corporations; and 

(s) The fact that Chris-Craft's management Is actually 
dominated and controlled by three officers who make all decisions for 


v 
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tht corporations as though It were thalr own prlvata propHatorshlp 
without pHor consultation or consltfaratlon by tha Board of Directors 
•s. for exaMple. occurred whan said offlcars dacldad to Invast ovar 
$35,000,000 Of tha corporation's capital In Plpar stock without pHor 
approval by tha Board of Directors. 

harket manipulation 

46. As a further part of Chrls-Craft's plan and schaaa to 
taka ovar control of Piper. Chrls-Craft engaged In Manipulative and 
daceptlva practices designed to tie up shares of Piper stock and to 
cmate active trading In Chrls-Craft securities In order to Make Its 

offers appear More attractive. Pursuant to such plan and schaae Chrls- 
Craft: 

(a) Disclosed to certain large Investors that It 
Intended to take over Piper; 

(b) Advised certain brokerage houses of Its Intention 
to toko ovtr Plptr tnd .rramgal to lion tha contact Lrg. lanatora 
and partoada auch In...tor. to purdiaat atam of Chr1.-Cr.ft. Sock 
Inaaatora did, In fact, purchaaa Ckrta-Craft sham on tha Nao Tor* 
Stock Exchange In aany anal) tranaaettona molting In a aobatantlal 

Incmaa In the prlc. of Chrla-Cpaff, atock mating tha l^malon 
of Market strength. 

CHRIS-CRA FT's UNLAWFUL flRARCIHC 
47. Commencing In October. 1958 In furtherance of Its afore¬ 
mentioned plan Chrls-Craft made arrangements to borrow approxleately 
$15,000,000 In transactions free a bank or group of banks as defined 
In Section 3(a) of the 1934 Act and Section 3(K) of Regulation U 
(12 CFR 1221.1 at sa&.) Issued pursuant to Section 7(d) of the 1934 
Act. These arrangaMents culelnated In a loan to Chrls-Craft In 
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February, 1969 which loan was "purpose credit" secured directly or 
Indirectly by stock as defined by Regulation U. The amount of the loan 
was In excess of the maximum loan value penaltted by Regulation U and 
In violation of said Regulation. The lending bank or banks knew that 
the loan was to be used to purchase Piper stock and that It was unlaw¬ 
ful. 

48. Pursuant to the aforementioned conspiracy, plan and 
scheme, Chrls-Craft has Instituted numerous actions and proceedings for 
the purpose of publicly announcing the substance of the allegations 
therein In order to thwart the efforts of Piper to protect the Inter¬ 
ests of Piper shareholders L. resisting Chrls-Craft's take over at¬ 
tempts and for the purpose of depressing and manipulating the market 
price of the Piper common stock In order to enable Chrls-Craft to take 
over Piper on terms more favorable to Chrls-Craft than to the Piper 
shareholders. 

WHEREFORE, Piper and the Piper defendants demand judpwnt: 

1. Dismissing the second amended complaint together with 
costs and disbursements of this action 

2. Requiring Chrls-Craft to divest In whatever manner the 
Court may deem proper all shares of Piper stock acquired by It In 
violation of the securities laws. Including (a) the approximately 
101,000 shares acquired from Technology Fund, (b) the approximately 
304,600 shares acquired pursuant to Its cash tender offer, (c) the ap¬ 
proximately 9,100 shares acquired In the open market prior to April 7, 
1969, (d) all shares purchased with the proceeds of the sale of Its 
convertible subordinated debentures and Its unlawful bank loan and 

(e) all shares acquired under Its false and misleading exchange offer. 
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3. Enjoining and restraining Chrls-Craft and all parsons 
acting on Its behalf from voting all shares of Piper acquired by It 
In violation of the securities laws, as long as such shares are held 
directly or Indirectly by Chrls-Craft. 

4. Awarding such damages resulting from the conduct com- 
plalned of In the counterclaim as may be found and determined by the 
court. 

5. Granting such other and further relief as the court may 
deem just and proper. 

Dated: New York. New York 
Septeefcer 1. 1970 

CHADBOURNE. PARKE. WHITESIDE l WOLFF 

By Zachary Shlm er_ 

A Member of the Firm 
Attorneys for Defendants Piper 
Aircraft Corporation, Thomas F. Plpei, 

William T. Piper, Jr. and Howard 
Piper 

25 Broadway 

New York, New York 10004 
Telephone No. 344-8900 


t 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

--X 

CHRIS-CRAFT INDUSTRIES, INC., : 

Plaintiff, : 

-against- . 

PIPER AIRCRAFT CORPORATION, et al., : 

Defendants. : 

Defendants The First Boston Corporation, Paul L. 
Miller and N. Bayard, by their attorneys Sullivan & Cromwell, 
for their answer to the second amended complaint: 

FIRST DEFENSE TO COUNT ONE 

1. Deny each and every allegation contained in 
paragraph 1 of the second amended complaint, except admit that 
plaintiff purports to bring this action under the statutes 
and rules therein cited. 

2. Deny each and every allegation contained in 
paragraphs 2, 10, 11, 13, 16, 17, 20, 21, 22, 24, 25, 26, 27, 

30, 34, 36, 37, 38, 45, 47, 49 and 51 of the second amended 
complaint. 

3. Deny knowledae or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 32, 39, 41, 42, 43, and 44 of the second 
amended complaint. 

4. Deny knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraph 5 of the second amended complaint, except admit 
that Chris-Craft Industries, Inc. ("Chris-Craft") owns 
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shares of Piper Aircraft Corporation ("Piper") common stock. 

5. Deny each and every allegation contained in 
paragraph 6(a) of the second amended complaint, except 
admit that defendant Bangor Punta Corporation ("Bangor 
Punta"), a Delaware corporation, is publicly held, and that 
its common and preferred stock trade on the NYSE. 

6. Deny each and every allegation contained in 
paragraph 7 of the amended complaint, except admit that 
defendant The First Boston Corporation ("First Boston”) is 
a corporation doing business in the City, County and State 
of Hew York engaged in, among other things, investment banking, 

end that Paul L. Hiller is the President and N. Bayard a Vice 
President thereof. 

7. Deny each and every allegation contained in 
paragraph 9 of the second amended complaint, except admit 
that Chris-Craft made a public announcement on January 23, 

1969, and refer to the announcement for the terms thereof, 
and further admit that the closing price of the Piper common 
shares on the New York Stock Exchange on January 22, 1969 


was $52.50 per share. 

8. Deny each and every allegation contained in 
paragraph 12 of the second amended complaint, except admit 
that on or about January 24, 1969, Chris-Craft made a tender 
offer to shareholders of Piper stock, and that Piper sent 
Jotters to its shareholders dated January 27 and January 28, 

1969, and refer to such offer and letters for the full con¬ 
tents thereof. 


9. Deny knowledge or information sufficient to 
belief as to the truth of the allegations contained 
in paragraph 14 of the second amended 


complaint, except 
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admit that Piper issued an announcement on January 29, 1969, 

and refer to the text of the announcement for the contents 
thereof. 

10. Deny knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraph 15 of the second amended complaint, except 
deny that First Boston knew that the 300,000 shares to be 
issued to Grumman could not be listed on the NYSE, admit 
that the agreement between Piper and Grumman contained 
provisions with regard to the stock and proceeds, and refer 
to the text of the agreement for the terms thereof. 

11. Deny each and every allegation contained in 
paragraph 18 of the second amended complaint, except admit 
that the agreement between Piper and Grumman Aircraft Cor¬ 
poration was terminated by mutual consent on or about March 18, 
1969. 

12. Deny each and every allegation contained in 
paragraph 19 of the second amended complaint, except admit 
that on February 27, 1969, Chris-Craft filed a registration 
statement with the Securities and Exchange Commission 
regarding a proposed exchange offer, and refer to the 
registration statement for the terms of the proposed offer. 

13. Deny each and every allegation contained in 
paragraph 23 of the second amended complaint, except admit 
that Pittsburgh Coke issued a report to the shareholders on 
or about March 21, 1969, and refer to the report for the 
contents thereof. 

14. Deny each and every allegation contained in 
paragraph 28 of the second amended complaint, except admit 
that on or about March 31, 1969, Chris-Craft instituted an 






152 A 


action against Piper, the Piper defendants and others in 
the Supreme Court of the State of New York, County of New 
York and refer to the pleadings and order therein for the 
full contents thereof. 

15. Deny each and every allegation contained in 
paragraph 29 of the second amended complaint, except admit 
that trading in Piper common stock was suspended on the New 
York Stock Exchange commencing April 7, 1969. 

16. Deny each and every allegation contained in 
paragraph 31 of the second amended complaint, except admit 
that the transactions with South Ply and U.S. Concrete Pipe 
Company of Florida were rescinded on April 14, 1969 and 
that the suspension of trading in Piper common stock was 
terminated effective April 21, 1969. 

17. Deny each and every allegation contained in 
paragraph 33 of the second amended complaint, except admit 
that on or about May 7, 1969, Chris-Craft announced that 
U had filed an amendment to the S-l previously filed with 
the Securities and Exchange Commission and refer to such 
announcement and amendment for the full terms and conditions 
of the exchange offer referred to. 

18. Deny each and every allegation contained in 
paragraph 35 of the second amended complaint, except admit 
that on May 8, 1969, Piper and Bangor Punta issued press 
releases and refer to the text of said releases for the 
matters cortained therein. 

13. Deny each and every allegation contained in 
paragraph 40 of the second amended complaint, except deny 
knowledge or information sufficient to form an opinion as 

to the truth of the allegations with regard to the other 
defendants. 
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20. Deny each and every allegation contained in 
paragraph 46 of the second amended complaint, except admit 
that prospectuses were prepared by Bangor Punta, that infor¬ 
mation on Piper was supplied by Piper, and that First Boston 
was designated in the prospectuses as "dealer-manager," and 
deny knowledge or information sufficient to form a belief 

as to whether the information on Piper was supplied by 
Management Directors. 

21. Deny each and every allegation contained in 
paragraph 48 of the second amended complaint except admit 
that the final prospectus was filed and refer to such 
prospectus for the full terms and provisions thereof. 

22. Deny knowledge or information sufficient 
to form an opinion as to the truth of the allegations con¬ 
tained in paragraph 50 of the second amended complaint, 
except aver that the package of Bangor Punta securities 
had a value of at least $80 a share on the effective date 
of the Banqor Punta exchange offer. 

23. Deny knowledge or information sufficient to 
form an opinion as to the truth of the allegations contained 
in paragraphs 52 and 53 of the second amended complaint 
except admit that after the expiration of its exchange 
offer and subsequent to August 8, 1969, Bangor Punta pur¬ 
chased additional shares of Piper stock for cash. 

FIRST DEFENSE TO COUNT TWO 

24. Repeat the admissions and denials herein 
with respect to paragraphs 1 through 7, 35, 38 and 48 through 
51 of the second amended complaint as though set forth herein 
at length. 
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25. Deny each and every allegation contained in 
paragraphs 55 and 56 of the second amended complaint. 

FIRST DEFENSE TO COUNT THREE 

26. Repeat the admissions and denials herein with 
respect to paragraphs 1 through 53 of the second amended 
complaint as though set forth at length herein. 

27. Deny knowledge or information sufficient to 
form a belief as to the truth of the allegations contained 
in paragraphs 58, 59, 60 and 61 of the second amended 
complaint. 

FIRST DEFENSE TO ALL COUNTS 

28. Deny knowledge or information sufficient 
to form a belief as to the truth of the alienations con¬ 
tained in paragraph 62 of the second amended complaint. 

29. Deny each and every alleqation contained in 
paragraphs 63, 64, 65 and 66 of the second amended complaint. 

FIRST AFFIRMATIVE DEFENSE 
TO ALL COUNTS _ 

30. The amended complaint fails to state a claim 
on which relief can be granted against The First Boston 
Corporation, Paul L. Miller, or N. Bayard. 

SECOND AFFIRMATIVE DEFENSE 

_ TO ALL COUNTS _ 

31. Plaintiff enters this Court with unclean 
hands and is therefore barred from obtaining any relief under 
the second amended complaint, because in connection with its 
acquisition of Piper stock and its proposed exchange offers: 

(a) It purchased Piper stock with the pro¬ 
ceeds of a loan or loans obtained in violation of Regula¬ 
tion U of the Board of Governors of the Federal Reserve 


System; 
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(b) It purchased Piper stock from a regis¬ 


tered investment company in a negotiated transaction without 
P r ^ or approval of the Securities and Exchange Commission 
in violation of Section 17 of the Investment Company Act 
of 1940; 

(c) It purchased Piper stock in violation of 
Rule 10b-6 of the Securities and Exchange Commission; 

(d) It filed with the Securities and Exchange 
Commission, in connection with its tender offer of January 23, 
1969, a Schedule 13(d) which was false, fraudulent and mis¬ 
leading ; 

(e) It filed with the Securities and Exchange 
Commission a registration statement and prospectus which 
became effective on May 15, 1969, and a second registration 
statement and prospectus which became effective on July 24, 
1969, which in the form they became effective were false, 
fraudulent and misleading, in violation of the Securities 

Act of 1933 and the Securities Exchange Act of 1934. 

WHEREFORE, defendants The First Boston Corporation, 
Paul L. Miller and N. Bayard demand judgment: 

A. Dismissing the amended complaint and award¬ 
ing them the costs and disbursements of this action, and 

B. Granting such other and further relief as 
may be just. 

Dated: New York, New York 

September 15 , 1970 

SULLIVAN k CROMWELL 

By_ ( ->•' 

(A Member of the FiVm) 

Attorneys for defendants 
The First Boston Corporation, 
Paul I.. Miller and N. Bayard, 

48 Wall Street, 

New York, N. Y. 10005. 


HAnover 2-8100 
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UiilTHD STATES DISTRICT COURT 
SOUTHERN DISTRICT OP NEW YORK 



-X 


CHRIS-CRAFT INDUSTRIES, INC., 

: 


Plaintiff, 


69 Civ. 2227: 

-against- 


REPLY TO 

PIPER AIRCRAFT CORPORATION, et al., 


COUNTERCLAIM 

Defendants. 

: 



-X 



Plaintiff Chris-Craft Industries, Inc. ("Chris- 
Craft") by its attorneys, for its reply to the counterclaim 
of defendants Piper Aircraft Corporation ("Piper") and Thoma 

F. Piper, William T. Piper, Jr. and Howard Piper (the "Piper 
defendants"): 

1. Denies each and every allegation contained in 
paragraphs 29, 32, *5, 46, 47 and 48. 

2. Denies that it has knowledge and information 
sufficient to form a belief as to the truth of any of the 
allegations contained in paragraphs 30 and 31, except admits 
that the Piper defendants purport to assert their counter¬ 
claim pursuant to Rule 13 of the Federal Rules of Civil 
Procedure, and that the Piper defendants purport to base 
jurisdiction on certain provisions of federal law. 

3. Denies each and every allegation contained in 
paragraph 33, except admits that from December 30, 1968 to 
January 23, 1969 Chris-Craft purchased shares of Piper common 
stock through a member in good standing of the New York Stock 
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Exchange ("NYSE"), which member in accordance with its own 
practices and not at the suggestion of Chris-Craft assigned 
Account No. 100 to such account. In further answer, Chris- 
Craft alleges that substantially less than 98,600 shares of 
Piper common stock, and less than 5 % of the outstanding shares 
of Piper stock, had been delivered to Chris-Craft's custody 
and control by January 22, 1969, and Chris Craft did not have 
the power to vote 5 % of Piper's stock on January 22, 1969 . 

lJ. Answering paragraph 3^ of the complaint, Chris- 
Craft admits that on or about January 23, 1969 , pursuant to 
a written agreement, Chris-Craft purchased 101,000 shares of 
Piper stock from Technology Fund, Inc., an investment company, 
and that no exemption was sought or obtained, or required to 
be'obtained, from the Securities and Exchange Commission ("SEC") 
in connection with said purchase, and, except as so admitted, 
denies each and every allegation of said paragraph. 

5. Denies each and every allegation contained in 
paragraph 35, except admits that it filed a Schedule 13-D with 
the SEC on January 23, 1969, and refers to said schedule for 
the terms thereof. 

6 . Denies each and every allegation contained in 
paragraph 36 , except admits that on January 23, 1969 Ihrls- 
Craft published the announcement of its cash tender offer 
for up to 300,000 shares of Piper common stock with the right 
to purchase additional shares at $65 a share (the "tender 
offer"). 

7. Admits the allegations contained in paragraph 37. 




» 
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B. Denier, each and every allegation contained in 
j 1 aragraph 38 of the complaint and ref era to Chris-Craft • 3 
tender offer for the terms thereof. 

9. Denies each and every allegation contained in 
j paragraph 39, except admits that the tender offer included 
the statement quoted in said paragraph, and refers to the 
tender offer for all of the terms thereof. 

10. Denies each and every allegation contained in 
paragraph 40, except admits that Chris-Craft voted valid 
proxies covering more than 300,000 Piper shares at Piper's 
I9C9 annual shareholders meeting. 

11. Denies each and every allegation contained in 
paragraph 41, except admits that Chris-Craft acquired 

shares of Piper common stock in the open market between 
December 30, 1968. 

12. Denies each and every allegation contained in 
paragraph 42, except admits that Chris-Craft sent its letter 
dated January 28, 1969 to the shareholders of Piper, and 
refers to said letter for the contents thereof. 


13. Denies each and every allegation contained in 
paragraph 43, except admits that Chris-Craft received and 
voted proxies from Piper shareholders. 

14. Denies each and every allegation contained in 
paragraph 44, except admits that Chris-Craft made a single 
offering to the shareholders of Piper by its registration 
statement and preliminary prospectus filed with the SEC on 
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February 27, 1969, and by a second registration statement 
and form of prospectus which became effective on July 24, 
1969, for its registered exchange offer of Chris-Craft 
securities for shares of Piper stock. 

WHEREFORE, Chris-Craft demands Judgment herein on 
its complaint and dismissing the counterclaim of said defend 
ants, together with the costs and disbursements of this 
action. 

Dated: New York, New York 

September 24, 1970 


PAUL, WEISS, GOLDBERG, RIFKIND, 
WHARTON & GARRISON 

By 

Attorneys for Plaintiff 
345 Park Avenue 
New York, New York 10022 

(212) 935-8000 
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Answer of Bangor Punta Corporation, 

David W. Wallace and Nicolas Salgo, 

Defendants in Chris-Craft Industries . 

Inc, v. Piper Aircraft Corporation . 
et al .. 69 Civil 2227:MP 

Upon oral stipulation with Chris-Craft Industries, 

Inc. and with the approval of the District Court, Bangor Punta 
Corporation, David W. Wallace and Nicolas Salgo ("defendants") 
did not file an Answer to the Second Amended Complaint of 
Chris-Craft Industries, Inc., and it was agreed that defendants' 
answer consisted of a general denial of all material allegations, 
except that jurisdiction over both the parties and the causes 
of action was admitted, and the following affirmative defenses: 

(1) failure to state a claim upon which relief can be granted, 

(2) lack of capacity to maintain the action and (3) unclean 
hands and in pari delicto , based upon the allegation contained 
in the Amended Complaint in Bangor Punta Corporation v. Chris - 
Craft Industries, Inc., et al .. 69 Civil 2354:MP ( infra .. pp. 

161 et seq.) 
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UKITT.D STAVES DISTRICT COURT 
SOUTAihlii DISTRICT Or HEW YORK 


BAITGOE PuYTA CORPORATION, 


Plaintiff, 


- against 


CHRIS-CRAFT INDUSTRIES, IHC., L02B, RKOABES 
6 CO., SHITEIS £: CORRAIY, LCCClVPOPJi'CT^"* 
HERBERT J. .SIEGEL, ALFRED L. KOLLEl-TDER j 
J. UCCaiS, H.‘R;AT H. CCLL, JOILT HCPSCHIS C. 
LlTCl-TARO GCrjJQIT, LAWRENCE R. EATT7.iT, VICTOR 
ORIS.TAT0, WIRiL'V MTSTALL, ROBERT B. ’iT.TTT, 
BERAAr-; ART, AIRRAID G. ER?F, LOUIS C. GC.O 

DAV iD *•. LB. v.i—S, .-jj! I*.. A. R0ZZLL7, an0. 
ir v c~"'-7~ n tt t 

» • wi. 


Defendants. 


- -- V- / •- » 


‘/2J/)- 4. 

f v>' 


FIRST AMENDED 
COMPI, -MilT 

69 Civ. 2354 


Plaintiff, by its attornays, R; 


Sneiireta 


’InisaAv.'.nn 71 tan toe’.; <R Broohfiald, cormLai 


n . _ j — * 

! j- w.i 2 cerencant! 


alleges on information an:! belief except as tc the allegations in 
paragraphs 1 and 2 herein tha followin'--: 


JURIS71 STIC v; 


1. This Court 


to Section 22 of the See. 


*~c - r • * • < 

. ... ^ \ — ... 


-ic‘;ior. D. cci:ic:\ 


of 1S33 (15 U.S.C. I7/v), 


Sect ior. '•! I ^ ' ;;*- t 2 f ^ cu r ila£• T:: ah a; 


•A- Act o' 1234 (15 U.S.C. 
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(15 U.^.C. j £r * c l pendant jurisdiction, and tlic ratters 

in controversy involve a claim of danagos in excess of Ten 

Thousand Dollars ($10,030) exclusive of costs. 

|! * THE PARTIES 

2. Plaintiff, BANGOR PUNT/. CORPORATION ("Bangor 
Punta"), is a Delaware corporation with its principal place 
of business at One Greenwich Plate, Greenwich, Connecticut, 
engaged in diverse manufacturing and service businesses with 
annual sales in excess of $250,000,000 a year. Bangor 
Punta's securities ere listed and traded on the New York 
Stocx ixenarge and American Stock Exchange and are owned by 
more than 15,000 holders. 


3 • D353CTlC*71L <r / n .. • 

Craft") is a Delaware corporation with its principal place of - 
business at ‘300 Madison Avenue, New York, New York. Chris- 
Crart's securities arc listed and traded on the New York Stock 
Exchange and Pacific Stock Exchange. 

A. Defendant Herbert J. Siegel is and at all relevant 
tires was. President and chief executive officer, a director 
and a controlling person cf Chris-Craft. The other individual 
oc.c..k L..ns nec. uorein are, ana wore at all relevant tir.'.es, 
directors, in ser.a instances, also officers of Chris-Craft. 


5. Dafc-.S-.rc 1.03, 2H8.13SS t> CO. Dorics") 

I 

i? a partnerrhlp with its principrl place of business at 42 
Wall Street, New York, New York.. 
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6 . Defend .mi SHUODS t, CffiUWS, lucohPGhAm, ("Shields'* 

18 8 C0rp0r " i0n ' ;Uh ils fr!. n a v a piece ef bee),,ere a.t « UaU 
Street, Kew York, Me.; York. 

THE FACTS 

7. PIPER AIRCRAFT COXPO.V.TIO:-: ("Piper") is a Fennsyl- 
vanla corporation ,U„ its principal piece of business in Lech 
Haven, Pennsylvania and is recognised as one of the lead-:- „en U . 
facturers of light private aircraft in the United States with 
annual sales in excess of $97,000,000. At all relevant l ,..s, 
except during the period April 7, 155? through April 15, ms> 

Ij Piper' - securities cere listed and traded on the Pew Yorit Steel: 

(I Exchange. 

s 

Q 

8. On or about p~ o n 1P<1 ,, 

-- uu, iso3, there v;cra issued 

H outstanding apprcxiu-tcly 1,611,830 shares of Piper c on - 
istceh of v-hich 501,CSC shares •.:ere cured beneficially, or as of 
|record, by tie late Willies, T. Piper, Sr., one of the founders of 
|Piper, nercbcrs of his family and certain orgeniratlons controlled 
by then (hereinafter sonatinas referred to collectively as the 

"Pipor fctraily"). Tha principal officers r.nd directors of Piper 

}|at thet Lir.-.c ;-.*orc v,.. -c p , . 

- o. L..c Pipsr family. The brlnncc of the 

f ,ZV ‘- Z rnd Ci -^trr.*;ina *>«."« of Piper ccr.-.sn stock t,- 2 k,i c - Ly 

the public. 

t 

9. Chris-Craft is, and at all relevant tires a. so- 

jcallcd vo.-.g. ,-erntc controlled by the defendant Siegel c.v-.i his 


|jc loro rcsocir.tcs. 


Thu d-r-fenc’ant Sic C oi h:.d a reputation in Mu 


finr.ncir.l vorld of 

- n 0 «. cu, t JOsi.t» rcktlor C .p.cl coni!;.- .]!• 


7 
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attempting to grin ccntvcl of othr c .rporatlcns tb-ir 

wishes and desires. Siegel anc’ his assoc iates mads there attempts 
by noanc cf various schemes, devices and tactics usually involving 

the acquisition of a significant bice’: of stock of the ''tercet" 

* 

corep any, than after gaining a con troll vng interest in the target 
company, attempting to force a merger of the operations of such 
corporations into the operations of Chris-Csraft. By faliening 
this program of "take over" attempts, the defendant Siegel caused 
Chris-Craft (formerly known as Baldwin-Montrosa Chemical 
Corporation) to grow in a short period of tire from being solely 
an independent manufacturer of chemicals and automobile floor 
rats with limited sales, to a conglomerate corporation with 
diverse and unrelated interests in boats and related craft, broad¬ 
casting, television, industrial and agricultural chemical:, and 
the manures ture of fiber aad for.ai oreducts for the ar Lor.ollvc, 
shoe and vor.en’s rear industries, rith sales in excess cf 
$90,000,000 in 1963. 


10. In or prior to October, 1963, the defendants 
conceived and concocted a plan and scheme to seek to require 


control of Piper by purchasing or other;:iso acquiring Piper cor.-. on 


stock for cash or Chris-Craft securities, which plan ' ill be more 
fully described hereinafter. The defendants planned tc folio:: 
the same general pattern cf previous takeover attempts by 

t 

Chris-Craft and other companies controlled by defendant fiegcl. 


».J *■ 0 «- i. i .... II.‘.o CIO. • c£» 43.'.i i-.l Oi.; i.i L . O - . i . l - . «.il- 
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strategy foe this takeover attest. As will be More fully stated 
hereinarter, beginning in or at soma tine prior to October, I960 
and continuing through August A, 19C9, in its attempt to seize 
control of Piper, Chris-Craft v;as engaged in a distribution of 
its securities within the meaning of the Securities Act of 1^33 
las amended ("1933 Act"), the Securities Exchange Act of 1934 as 
amended (the "1934 Act"), and the Rules and Regulations of the 
Securities and Exchange Commission ("SEC") thereunder. The 
defendants deliberately end intentionally failed to comply fully 
with the disclosure and registration provisions of the 1532 Act 
|and the 1934 Act but instead used various schemes and devices to 
jiconccal their unlawful activities. 


| initial step and in furtherance nr.d consurrr.a- 

jjtion of its scheme and plan, in or about October, 1958, chris- 

ijCraft caused to be prepared and filed with the SEC a registration 

statement on Form S-1 and a preliminary prospectus relating to a 

proposed offer tc sell to its own shareholders by subscription, 

and to the public generally if necessary, a maximum of $25,000,000 

principal amount of 6% convertible subordinated debentures in an 

underwriting reneged by the defendants L:eb, Rhoades ar.d Shields. 

I 

:Jn L)-ce. _>er 10, l;cj, sue; - : regeneration ttat_wene and ah- *”i*m 1 

| 

^prospectus was declared effective by the SEC. Lctwecn December 10, 
,|196c ar.d Dec-mbe- 30, 1533, $21,223,200 of convertible subovdin*ted 
[debentures were sold by Chris-Craft to its shareholders or to the 

general public through underwriters by means of a. prospectus which 
sta.ted: 
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... , v ;:: ‘ r ’ s of d-bcn-cure cal.ee] 

will bo available for use in coa.iccti.on with 



tions and tno Company can g;‘. v r. 


that 


no assurances 


rny such acquisitions will be effected 


Suen statement was materially false and r.is leading at the tine the 
prospectus war being distributed and used by Its shareholders and 
the general public, as the defendants ve 11 knew, because at such 
tine the defendants had already decided to atter.pt to sei A a contro 
of Pip r and h:d tebvn a number o ? steps in preparation to carry 
out their scheme in addition to raising funds by the sale of the 
convertible cibontv. res. 

J?.. In furtherance of the scheme and plan, Chris-Crcfd, 
tue dcrendant Siegel and his close ass relates in or about 
December, IS52, entered into a conspiracy with certain stock 
brokerage firm.,, regictered investment companies rr .d other insti¬ 
tutional investors, whereby such firms and individuals agreed to 
acquire or retain, or induce others to acquire or retain. Piper 


core 

on stcch 

sell 

such ?i 

its 

r " *V ** * * w 

“ ** * CJ 

and 

the publ 


13 

Dec: 

...... 35 . 


to 


" cc: ‘ • >n s! - cc - to Chris*Craft after it completed 
its convertible debe.tvrea to its shareholders 
on December 30, 1 ?.' 2 . 


c 1 


/s part of the above-:- 
C' v‘<- Cv-'f': and the <*- 
*c rr J.r * r» c: rv:^c -:: L .1 lr !; • • c!:-: 


< .. 


tier'd conspiracy 
'■•v.'-ar.L Cic-oi * m«s 
fJ.i*:!«• to f.oa'vch out 


* 


fir: !'• 
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blocks cf riper common steel: for th, puu^oo of iritis in* the 
holders the re a" to sell such blocks on and after December ,/j, 

1968. On or about December 15, 196G, Chris-Craft caused to be 
set up at a certain broker*-* firm a secret account designated 
"Account No. 100" which secret account was used by Chris-Craft to 
conceal its transactions in Piper common stock. 

14. Commencing on December 30, 1968, and continuing 

|jthrough January 23, 1969, Chris-Craft, using the secret Account 
!i 

No. 100, began acquiring shares of Piper common stock in a 
series of several large trades over the New York Stock Exchange, 
from a number of substantial institutional holders of ?5oer common 
stock. By January 22, 1959, Chris-Craft had acquired a total of 
98,600 shares or approximately 6.01b of the outstanding shares of 
Piper common stock. All but 3,700 of such shares were held in 
secret Account No. 100. No shares were delivered to the transfer 
agent of Prpar for a transfer of record to Chris-Craft, or its 
nominee until January 30, 1969 in order to conceal further the 
activities of Chris-Craft from Piper and the public. 

15. Although the proposed takeover of Piper and Chris- 
Craft s aces taken in furtherance thereof were material d aval op- 
U—hls, Chris-Craft made no public announcement thereof until 
j: January 23, 1959 and instead concealed its activities aU'-cr'-h 
|by January 15, 1969 information about the proposed takeover had 
( been leaked to certain brokerage firms and substantial trnemp- r-d 
|j speculation in the securities of Chris-Craft was be in a conducted 
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j b, persons .,iLh iuJi Inside iurov^Liuu. 

16. Sow 2 tit.r 2 in or about j Cc - -W 1 r- • „ 

.^“ L » Cat*is-Craft 

| cause, a «*. r of th . conspiracy to contact the Technology Fund 

InC " M inV2StoMt “=*“* “ *>«»* Section 3 of the wi- 

“ nt COr;>any . ACt ° f 1540 (thc ” 1S6 ° Act") and the holder of appro-,, 
ircately 101,000 sha-e- 

'“*•* 01 ‘-pproxinr.tely 6.18% of the outstanding 
shares of Piper co^on stock, and to induce Technology Fund to " 

sell its Piper holdings to Chris-Craft. Technology Fund advised 
Chns-Craft it night he interested in sellin S its large block of 

Pipar corr.non stock, but only at a price substantially in excess of 

the then cur cent r.’.arket pr-fc" fo- 

P C “ t0 ~ Pl P ?r coazon stock and r.rt i n 

transscti.cn ov 1 r p r . r _ _ „ -i . 

- ru.cional securities exchange. r ter ftr 

or about January 21, 1 S59 , « representative of Technology fund 

entered into secret negotiations with the defendants pursuant to 

I which ar: ^~r-> --o-». . , 

j •»-- *•-- rc^cuee on January 22, IS8J, whereby 

Technology %•: 

.V .. ol ^c to sell and did sell its Piper shares to / 

Chris-Craft, receiving a sales price of $65.CO per share for its 
Piper holdings which sales price was preferential and far in 

excess of the current rcarket price n c p-t 

price o. Piper cor..r.on stock offered 

to or received by any public seller. On January 23, 1955 , a J 

,written egrser.ent between Tc-h-iol 

. wn -‘ 0L ^- Fjn '-* fl nd Chris-Craft was 

entered into cc~' 3 v — - m n-y t-u^ , 

.• -~ a * Ch - ssl ° »- Technology Fund’s ?i re- 

holdin-s to Chris-Craft. As part of the sa:.-.-t transaction. 

Technology Fund gave to Chris-Craft its proxy to vote the shares 

Oi Piper corv.cn stock re 0 ”*st rt **£d 

. C “ in xts naira at the fortl.co.air" 

* o 
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j — meeting Oi. raper snarcuolocrs. Tecnnology Fund iurthar 
rsfe-cl to pu-chase Chris-Craft securities as more fully drac-ibed 
in paragraph 18 hereof. At the time Chris-Craft effected those 
transactions, botn Chris-Cra.. t « a cl Technology Fund were aff ilia tc"> 
of Piper as that term is defined in Section 2 of the 1940 Act, 
as Chris-Craft wall knew. 

V 

0 

17. During and as part of the above-mentioned negotia¬ 
tions, Technology Fund v?as informed of the details of Chris-Craft's 
scheme and plan to obtain control of Piper by means of undisclosed 

purchases of Piper common stock, follov?cd by a cash tender offer 
0 

to be rada.cn or uuout January 23, 19C9, and then concluded by 
ja registered exchange offer of Chris-Craft securities for sufficient 
Piper cqra.cn stock to assure domination and control of Piper by 
Chris-Craft. 

18. As a further part of its scheme and plan to seine 
control of Piper, the defendants through members of their con¬ 
spiracy disclosed to certain large investors Chris-Craft's program 
to take over Piper and requested such large investors to assist 

jlke de._c.id. i.ts 3.n establishing and maintaining a seemingly active 
j market in-Chris-Craft's securities over the Mev York Stock E-'chao--' 

! ." i 

j!by purcha:ir.g iar 0 e quantities of Chris-Craft's securities in 

li ., , 

:;sr..all lets ever a icr.g pence, of time. Such investors, inelu.Unn 

j; ~ j 

| Techno log;* Fund, agreed to and did effect such purchase. As a 

|result of these unlawful activities, the market prices of Chris- 

« 

Craft's sec.:r:' tics ware artificially inf’.''.-1 t 'n J rair* -ined from 
January 23, 1SC9 through August 4, 1939 an! holders of Li,, rr cor v, 
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..^rc 1.0 wander th-j.r witaito to Chi. is-Cr»:£l. and late*. 

!| to accept its rc. 2 irte-.-Cid r.£c offor rather i n resist tlu 

takeover attempt of Chris-Craft. 

19. Concurrently v.-ath the aforei. 12 ntio. 1 cd secret i..nrket 
purchases, the ne^otir.dorrs with Technology TunJ for its Piper 
holdings and u:iful nerhat activity in Chris-Craft’s securities 

i 

trr.r.cacted by owners at the defendants ’ request, Chris-Craft 

besan preparation for the next step in its scheme and plan to 

seize by arc nr in 3 its. attorneys to draft the necessarv 

| dc_u.uenLs 1.0 r.—e the cash tender offer to the public shareholders 

cf Piper pursuant to Section 1-4(0 of the 193-': Act. 

j| 

20. On January 23, 1369, in furtherance of its scheme 

ij 

,, and plc.n, Curtr-orfft published the annooneorient of its cash 

teener offer for up to 300.CCC shares of Piper ccanon stock at 
ij 

j. a price or (' C 5 per snare in the public press and concurrently 
» * 

■1 filed v;ith the ZZZ a Schedule 13-D v;ith r: 3 ord to the tends- offer 
jj pursuant to Sections 13(a) and 14(d) of the 1334 Act. 


11 

21. The public announcement arc! the Schedule 13-D filed 

! 

|J by Chris-Creet vith the SifC contained a r.ur.ber of cate rial orr.iss- 
|i i °’* 3 r: ' r - V; -- del--eratcJy n s leading for the purpose of core c a line 


the scope cf Lr_ echo:: 


:e c cairn of Chris-Craft to scire control 


li 0: - r:! ro c-l.-:leue what Chtir-Craft intended to and 

ij 

B dxd l n ’- tV - I,c 3C »' C:- shrie&s of i’i.-'r- cor -on stock cn the he.: Vorh 


j S tori', r/u ’ *.11 


- its tend o ' Ter 


Piper, br ta-enn J. ary 23, ICC. n. t d h;h_. • . 3, JV.'.y : h ;. c! r •- 


& 
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I jCVsit was soliciting tenders cf the cc....:>;i e toek of Piper, 
Defendant Siegel advised numerous brokers that ha was unable to 
tell thaw whether Chris-Craft would purchase more than 300,000 
shares of Piper con-.r.on stocl: pursuant to its tender offer if 

I rare than that number of shares were tendered. Such statements 
were made for the purpose of manipulating and did manipulate and 
depress the market price of piper corr_Y.cn stock cn the Kev; York 
| Stock Exchange to a level substantially tel etc the tender, price of 
$65 so that Chris-Craft could continue to purchase shares of Piper 


jon -h_ -pc.. — £t a lower price then the tender price. By 

I n 33:13 c: £ ’ ch manipulation Chris-Craft purchased during such 
•period approximately 38,900 shares of Piper cordon stock at art¬ 
ificially depressed prices. 

I Chris-Craft's cash tender offer expired cn February 3, 

|1S:0; Chris-Craft purchased approximately 334,6C0 shares of Piper* 
jeerr-ror. Stock pursuant tc such tender offer. 

24. In furtherance of its takeover scheme and plan, 

Eunri.s-Crr.ft attempted to secure representation on the Piper Board 

!| 

;of Directors oy btalr.ir .3 proxies for the-annual meetir" o'-i~’-i- 

‘w< > - *c/ - ' * 

jally tshjca.3 for Fibrua.-jr 4, 1563, uiti 4 record cat,.- or Jar.u- 


fl 3> ; ?M - " ?£rt = « *>«* ». 

[ISO?, Chris-Craft te*a4el profile* fret, chc-so persona who hed sold 


,iL UtBO.Woc'h* of Piper cc:r-.or. stce'; in trr ..-notions 
, " “' “ - J > •*. • • t le'.ters cc;. t it:': f'.'c ■ ‘ 

.r. i 11 v • ’ p ctr.f a .-. 1 r li*" s !.c r“ i.i‘ -1 t'-' -• • . 

i ’ ~ ... 

.tua k Chris-Craft va.s cut:” tied i - ..!ec t’.e lau..* ■ ecc-'v v - • : 


i the to for from the re-Mr.te ••• : owners of ruck Wp-> • C o:er—e rtoc’:. 
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At the riper annual meeting, convened on February 4, IS,69, Ch;ia- 
Craft presented its proxies and the nesting v;as adjourned until 
the voting was finalized. At the reconvened rase Ling on March 25, 
1969, defendants Rochlis and Gordon were’elec ted to the board 
of Directors of Piper. 

25. In and about February, 1959, in furtherance of 
its scheme and plan, Chris-Craf: berried the sun of approximately 
$15,000,000 in one or more transactions from a bank or banks, as 
defined in Section 3(a) of the 1934 Act and Section 3(h) of 
Regulation U issued by the Board of Governors of the Federal 
Reserve System pursuant to Section 7(d) of the 1934 Act 
('.'Regulation U") . 


2'v. The above-mentioned Chris-Craft loan was, to the 
jknowledge of the bank or banks, a credit obtained for the purpose* 
of purchasing and carrying securities listed on a national exchan--- 

*u * < 

to wit Piper eoraon stock, and said credit was a "purpose credit" 

jj as U * M tonu ls ^ Sesulation u. Such loan was secured 

directly or indirectly, as such terns are defined in Regulation u. 
by the shares of Piper esnetan stock purchased. The loan so 
eutendad to Chris-Craft was greater than the amxircusi loan value, 
t“ ,0t by tHe Supplst:ir.t to Section 4 of nebula even U, of the 
securities constituting collateral therefor, and consequently, 

|the loan was illegal. 
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27. In the nja:;t step of its schema and plan, on 
or c.jd'.'.Z February ?7, 1959, Chris-Craft filed with tha GdC 

a Registration Statement on Form S-l and preliminary prospectus 
relating to tha defendants' planned registered exchange offar 
of Chris-Craft securities for Piper securities and distributed 
such preliminary prospectus to the public. 

28. Commencing on or about March 18, 1969, Chris-Craft 
again lagan to purchase Piper common stock on the open market. 
Such purchases continued until April 7, 1969, when the SF.C 
ordered. Chris-Craft to cease its market purchases of Piper common 
stcJ,.. Approximately 9,100 shares of Piper common stock were pur- 

i chares by Chris-Craft curing this period. In addition, during 


• this 

i 

y ■— • — i a 

^ - w 2.0 u 

c ; 

time, and 

ccntir.u 

1969, 

Chris 

^ n 
w-u 

i- ^ C f.V.S C 

certain 

chase 

Piper 

com 

.-.on stock 

on the 

I for the ben 

a f Lt 

of Chris- 

-Craft a 

! to Ch 

ris-Cr 

aft \ 

•'hen it Vc 

s legal 


-n- 


poraneously with the foregoing illegal activity, the defendants 
continued to induce and persuade large investors to continue to 
j| trade in Chris-Craft securities on the open market in order to 
create an appearance of market strength in Chris-Craft's seeeriti 
as alleged in paragraph 18 above. 


* 
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29. Chris-Craft's registered exchange offer became 
e^fccti... on ’-y 19, 15o9. The exchange offer was. made to the 
public by means of a prospectus dated May 19, 1969 (the'May 19 * 

prospectus”), which contained material omissions and nisstatements 
of fact, all as set forth more fully below in paragraph 34. 


| 30. The Chris-Craft registered exchange offer made 

j by the May 19 prospectus as modified from time to time after 
| the effective date, was extended through July 22, 1969. Jo 

j common steel; was pu chased thereunder by Chris-Craft. 

I 

j| 

31. A registration statement on Form 5-1 and a prelim- 

: In?, try prospectus for the cacond Chcis-Crsft rcgistercl exshasse 

joflcr was filed with the SSC on July 22, 1559 end bec.cue effective 
Jon July 24, 1959. 


I 

32. The second Chris-Craft registered exchange offer 
was t't-de by iceer.s of a prospectus dated July 24, 1965 (the 

"July 24 prospectus") which prospectus contained material oniss- 
ions and misotsteesnts of fact, as wore fully set forth in para- 
j graph 32 below. 

.{ 

j 

33. The Chris-Craft registered exchange offer rede 

:;by thi July 24 prospectus regained om urv • . , f ,- 0 

ji • ‘ ..«:, L.oi. 
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Chvis-Craft purchased approximate?./ 112,009 of Fire-:: common 

stock thereunder. 


34. Chris-Craf t' s May 19 and July 24 prospectuses, as 
well as the 'preliminary prospectuses circulated to the public with 
regard to such registered exchange offers for Piper common stock, 
contained the following material omissions and misstatements of 
£ pq 1 1 priori 2 c Lh»rs * 

A) The prospectuses did not disclose defendants’ 
scheme and plan concocted in the fall of 1938 to seixe 
control of Piper, of which the registered exchange offers 
for Piper common stock were a necessary and integral part. 

B) The prospectuses falsely stated the defendants 
had r.o present plans to change the munr.ge:;..-nt of Piper, 
whereas the defendants did in fact have definite plans for a 
change cf management and a reorientation of Piper’s business 
and assets, which plans were the motive for the take-over 
attempt. 


C) The prospectuses did net o’5solore that all 


Chris-Crafc’s purchases of Piper common stock, since 




30, 19 bC, 'mere illegal, chu.o making all such acau.isiti.cn_. 

subject to divestment. 


D) The prospect’.res did net disclose t! -t fr.v c~ 
period o' time ccev.r.er.cing or. Ja.r.v.; vy 2?., 3939 c : errti , 

| 

during the pendency of Chris-Craft's »":cb v.me offer.-, 







fc 
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I) Tno prospective die! not disclose any of the othc 
violations of lav; herein set forth. 

jjAll. o, the above 1 n.tsstater. 2 nt 3 and omissions were material an 
' were known by the defendants to be material, and were made in 

order to further; the scheme and plan of the defendants to take¬ 
-over control of Piper. 


It 

35. By reason of the facts set forth hereinabove, the 


|j defendants have, violated the following securities laws: 




A) Sections 12 and 17 of the 1933 Act, 

B) Section 7(d) of the 1934 Act and Regulation 
U issued oy the Board of Governors of the Federal Reserve 

* Eoard thereunder, 

C) Section 9(a) of the 1934 Act, 

D) Section 10b of the 1934 Act and Rules 10b-5 
and 10b-6 thereunder. 

E) Sections 13(d) and 14(d) of the 1934 Act, 

F) Section 17 of the 1940 Act . 


36. By reason cf the facts set forth hereinabove, the 

iducaary duties and rcspor.si- 
• L ? cr c ’“- Pfpoe stockholders. 


jj defendants have also violated th 
bilities they cue to P 


37. By r ams o the fraudulent and illegal eel - set 

‘‘fOUi:’'. »“'••••- r'y • • ~. r. w - _ . 

-» - -- ------ r.'? 1 - e;j a - 1 • = -<-* 

- •. 3 

|ah*or A7./-0" of th« oatst?«dl«:. ce;::.K> ftoc'.;. 
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38. By means of negotiated transactions Kill- the 
li 

Piper frailly and other holders of large blocks of Piper stock, 
by a registered voluntary exchange offer and by market purchases 

1 

made after the completion of its exchange offer, Bangor Punte. 
v;as able to acquire and now owns 835,750 shares or 50.977. of 

[| 

the outstanding Piper stock. 

39. The fraudulent and illegal acts of the defendants 
have greatly increased the cost of Bangor Punta of the acquisi¬ 
tion of such shares cf Piper stock. 

40. But for the fraudulent and illegal acts of the 
defendants, Bangor Punta would have been able to acquire by 

the present tine substantially all of the outstanding stock cf 
Piper. 

41. By reason of the violations cf law and the 
fraudulent practices described herein, Chris-Craft has dr-.-^d 
Bangor Punta in the amount of at least $50,000,000, and its 
acquisition and continued ownership of the approximately 
607,500 Piper shares it has acquired b> means of such violations 
and fraudulent practices has constituted and will constitute 
an irreparable injury to I anger Fur.ta. 

WrlERZI'O.'.I, plaintiff demands judgment: 


!’ tn -.1 - 


(1) Requiring Chris-Craft to pay cornanratoi 
’•iff in the r.v.auat of $50,05j,f 0; 


(2) Requiring Chris-Cr.. ft to diva a: its .1 r r - 1 
shares of Pinor: 


0 
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(a) acquired in v>.V: Urn cf Section.' 12 :..id 

17 of the 1933 Act; 

(b) acquired in violation of Section 10(b) of 
the 1934 Act and Rule 10b-5 thereunder; 

• (c) acquired in violation of Section 10(b) cf 

the 1934 Act and Rule 10b-6 thereunder; 

(d) acquired in violation of Sections 13(d) and 
14(d) of the 1934 Act; 


1S40 Act; 


(e) acquired in violation of Section 17 of the 


(f) purchased rich the proceeds of the sale of 


its convertible subordinate debentures; 

(g) purchased vrith the proceeds of the illegal, 
ban’.; loan; or 

(h) purchased or otherwise acquired by Chris- 
Craft in transactions involving Chris-Craft's securities 
v;nose price v/as artificially maintained by Chris-Craft or 
by others or by Chris-Craft's request: 

(3) Enjoining Chris-Craft during the pendency of this 
action and until completion of the divestiture demanded -'n *\-ra- 
graph (2) directly above, frer. voting, asserting the ritl.t to 
vote or exercising any other incidents of c;..tersi:ins cf til 
shares of Piper corr-.on stock illegally acquired; 


(4) Granting plaintiff its cost 
together vit’n reasonable counsel fr.es; 


f-H -■ 1 d-C ..- ... 
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(5) Greati-- such other cr lurcher relief as c< 
tnc Court nay seem just and proper. 


Dated: New York, Mew York 


January2k , 1970 


VJEBSifk SHEFFIELD FLEISCHMANN 
HITCHCOCK 6 BROOKFIELD 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF URN YORK 

3an:OR PUNTA CORPORATION, 


DT -i.4 r» «.** 

* <^UAi 4 4 A y 


-arainst- 


CHRIS-CRAFT INDUSTRIES, INC., et al.. 


Defendants . 


Z>f / V/ ^yy 


ANSWER 

69 Civ. 235^ •<? 


Defendant Chris-Craft Industries, Ir.c . ( "Chris-Craft") 

I 

'ey its attorneys, fer its answer to plaintiffs first amended 
complaint: I 

i 

1- Denies that it has knowledge or information 
~u.f_e_eot to form a belief as to the trutr. of ar.y of the 


0 , 

— - W 0 - 


lo^^r.s contained in Paragraph 1 of the complaint. 


ex cepv aunits that in call paragraph plaintiff purports to 
oase jurisdiction of this Court on certain provisions of 
xeueral xaw and upon the principle of pendent Jurisdiction 
and a_ie~ex tnat the amount of controversy exceeds $10,ICC 
exclusive of costs. 


j. Der.ies that it taowUdje c.- !r.for-ttior. 

^ , . g% • • 

- -■ »** u asJ i „i j ^ ^ i ' r — <*- «p a « » .*« ^ 

“ V/W l * 4 * c wJsaw.; Cfi any ::f ; o 

~ ’ "* CC » . » i I, ,■;O y * ■ *. "v**- *. , n . _■** , 


\ '** *' *•■*»#• - » O • 


- •.-- ' m ^ - 

W.ljJ ASA . , 


•a- certain of plaintiff s .:e • n..iti^ are if-*, a- 


traded or. the New Yor 


k Stoex Exchange ("NY.';.:" r ,- - . 


-j 4 J 


^ w. ^Acr»ar. , 
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» 


3. Denies each nr..I eve.’;/ c.1 legation contain*'.; in 
Paragraph 3 of the complaint, except admits that Chris-Craft 
^.o a Delaware corporation with its j-rir.cical executive <• '•‘ice 
at 6 C 0 Madison Avenue, Mew You*, M.Y., and that certain of 
Cnris-Cra:t f s securities are listed and traded on the NYSE 
and on the Pacific Stock Exchange. 

Denies each and every allegation contained in 
P'lr^r.iph ^ of the complaint, except admits that defendant 
Herbert J. Siegel is and at all times relevant was President, 
caief executive officer and a director of Chris-Craft and that 
the otnor ir.ulvidu il "defenaanta named in the e >::.plaln'; are and 
were directors, and in some instances, alee officers cf 
Chris-Craft. 


5. Admits, on information ana belief, the all 


ega- 


tiens contained in Paragrapns p, 6 and 7 of the complaint. 

0* I>6r.x6c oflclt it 'aS K.'. jWiGU *p GIT* i.G "*Ci'*r'.a. w" O g 
siii I -.c^er.v/ oO *o3. b © 1 i © l 3 .3 to tr.© tr*ut** oi* anv g i* t^ 

a *-^ e o'-tior.s contained in Paragraph 8 of the complaint, except 
aar.its that on or about December 30 , 1958 the Piter Aircraft 
Corporation ("Piper") proxy statement dated December 20, 1968 
stated t.-.at tr.ere ..'ere issued and outstanding approximated 
1 ,c h 1 ; ;c 3 snares of Piper ccr~on ate of which only 
3o shares were reported to he t .;e . .. »nefic Lall" , _r as 
cf record, by the late V/illLam T. P' -r J - -> ..« 

family ar.a certain organizations controlled sy them 
(collectively referred to as the •* p i *., - —» r->. . . , 

exoc.t^ t e Piper family owned none.’Lei ally or as of recor> 

a greater number of Piper shares, tnat fact was r.ot ui. closed 
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r 


i.r» proxy owuuenop.ts issues oy one management of Piper or 1 r* 
reports filed with the Securities and Exchange Commission ! 

t 

( oy manners of tae Piper fa:, ily pursuant to the require¬ 

ments of Section 16(a) of the Securities Exchange Act of 1934, j 

I 

and was concealed from the public. Chris-Craft further admits ' 

i 

that at or about December 30, 1963 tne orincipal officers and 

i 

directors of Piper v/ere members of tne Piper family and that ! 

J 

the shares of Piper stock not owned sy the Piper family were 
held by the public. 

7. Denies each and every allegation contained in 

1 

Paragraph 9 of the complaint, except admits that Chris-Craft 

i 

is a diversified manufacturer with interests ir. boats, tele- 
vision, industrial and agricultural chemicals and in the 

» 

manufacture of fiber and foam products, ar.d that its sales in j 
1963 were ir. excess of C93 million. 

8 . Denies eacr. and every allegation contained ir. 

.i 

Paragraphs 10, 12, 13, 15, 17, 18, 1?, 21, 22, 26, 32, 34, 


35, 36, 37, 39, 40 and 


_ - . 1 y. . 

w*iw v.- xdxit o 


9• Denies each and every allegation contained in 

i 

- a. a^ra^h *x o. the ccr.p«ain. j exce,. -.dmi«. s tnat during 

! 

October 1963 Chris-Craft filed itc registration statement for i 
its proposed offer to sell a maximum of $26 million, pursuant 
to ’which it sold $21,223,200, principal amount of 62 convertible 

subordinated debentures ana refers to sum registration 

' 

statement for its terms. 

i 

1C. Denies each ar.d every allegation contained in 


• . 
t 

f 
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— '■» w •. cor.:. ~ 3. _* r. 1 3 o -*.c * * < - * - £ri I ron 

December 30, 1S6S to January 23, 1969 Chris-Craft purchased 
snares of Piper comm on stock tn rough a r/.-r.cer ir. good standing 
of the NYSE, which member In accordance with its own practices 
and not at the suggestion of Chris-Craft assigned Account No. 
IOC to such account. In further answer, Chris-Craft alleges 
that substantially less than 93,611 shares of Piper common 
stock, ar.d less than 5* of the outstanding shares of Piper 
stcux, r.ud beer. aclivered to Cnris-Craft*s custody or control 
by January 22, 1969- 

11 . E.-nies each and every allegation contained in 
Paragraph 1c of the complaint, except admits that on or about 


Piper share, the 


s am 


-,a 4 /> a 


* - - -* 


ir.neciddely tnereaiter r.ace 


a public tender offer to the shareholders of Piper, and that 
Technology Fund gave Chris-Craft its proxy to vote the shares 
of Piper common stock wnen it sold ar.d delivered those shares 
to Chris-Craft. 

12. Denies each and every allegation contained in 
Paragraor. 21 of one complaint, except admits that on January 

i/ C . . U « • J • AW* ^ ■ W O J U - ) J ^ V ^ - O 4 

purchase additional snares at $65 a share, 
a Schedule 13-E with the SEC on the same 
date, ar.d refers to said announcement arc 

Will * O'- A • 


»» ' 'T»* *- 

Vi a v . . v_ 4 .. w ■* V. .• 


.A W A 


January 23, 1969. pursuant to a written agreement, Chris-Craft 
purchased ICi,CC0 shares of Piper stock from Technology Fund, 
Inc., ar. investment company, at $£p tor 


^ £X *■» ** 

O C A «M 
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■*■3* —n i* to Fcir^t^riipa - oi t.. e com.plaint, 

Chr..s-Craf t alleges tn^it its cash tender offer expired on 


»ru^ry 3> -.-v9 and that uG4,6Cg share 


o ci .• .p vr commcn stock 


were tendered to Chris-Craft and purchased by it pursuant to 
such tender offer. 


14. Denies each and every allegation 


'* ned in 
she 


r Paragraph 24 of the complaint, except admits t. 
ji 

;• Piper annual meeting convened on February 4, 19-39 Chris-Craft 
presentee its proxies, that the meeting was adjourned until 
1 the appointed Judges of election finalized the vote and that 
when the meeting reconvened on /.arch 25, 1565 defendants 
James «j . Aochiis and C. Leonard Gordon were elected to the 
Board of Directors of Piper. 

15- Denies each and every allegation contained in 
Paragraph 25 of the complaint, except admits that in 
February 15c*5 Chris-Craft borrowed 215 million from a bank 
<• under a demand note. 


16. Denies each and every allegation contained in 

Paragraph 27 of the complaint, exceot admits that on or about 

* 

February 27, 1969 Chris-Craft filed its registration statement 
ar.d preliminary prospectus with the SIC for its registered 
exchange effer of Chris-Craft securities for shares of Piper 

S ** « 1 / 

w • 

17. Denies each and every allegation contained in 


Paragraph. 2b of the complaint, except admits that between 


0 °. 

i 61 * 

March It, 1369 and April 7, 1969 .Chris-Craft purchases ',120 
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s*r.u.res r <.r corccr. /.took or. the open ma.-uot, ana cn 
April 7, 1969 members of tne staff of the DEC told Chris-Craft 
tnat neither is r.cr tne manager.*r.t of Piper r.or any third 

party acting with or for Piper were permitted to make any 
further direct or indirect purchases of Piper stock during 
pendency o* Cnr*i .3 — Cx* 210*3 o xc n cl n ( * e ojTl'ei* . 

13. Denies each and every allegation containeu in 
Paragraph 29 of the complaint, except admits that Chris-Craft's 
registered exchange offer became effective on hay 19 , 1969 
and was made to the public by a prospectus dated hay 19 , 1969 . 


nUt.tl 00 


he allegations contained in Paragraphs 


30 and 21 of tne complaint 


23. Admits tne al_er;.tior.s contained in Paragraph 


33 of the c jrrolair.t, except alleges that Chris-Craf 


t pur¬ 


chased 112,339 s.-ires of Pite 


-her common stoc.c pursuant to its 


wG. .a t i or* net 0 cv ». uly 2y ^ c (5 c rrcc* 0 Cwv 




— • ut information and belief, 3angor Punsa old 
not sectrr.e a shareholder of Piper cr enter into any contracts 
for tne purcr.ase of any shares of Piper until May 6, lye 9 . 


22. Paragraphs 3 tnrrurn 1 : of iar.rr -Punts' 
first amendeu complaint refer to and complain of events 
allegec. to have occurred prior to May 5, 1969 . 


- y reason of tr.e foregoing, San gc r Pun to toe; 


not ..iVe w.cm.r.j u j ccmtlain c* 


— «-* «- - — - - w- - 

«» * U. tu mU ./ a. '•J , 



I 
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which took place prior to the tint 


t uecamo a shareholder 


of Pioer. 


PECC.YD AEFiRYATiyE ESSENCE 


*ar.~or Pur.ta’s fret a::, ends a conplair.t a'.'.ere: 


cuair.s wnicn arise oat of the sane transactions ar.d occurrences 1 

» 

that are the subject ratter of the action commenced by Chris- '■ 

• Craf *' * salnst 2%nsor ?unt£ arl «»«rs in this Court or. :<sy 22, \ 
: i 1569 (£9 Civ. 2227;. " I 


2.'. By reason of the foregoing, Bangor Punta was 
required to set forth its claims against Chris-Craft as 
count ere latr.s ir. the aforesaid action c ■ ~-d hv - 


<- 0 . -..r.s-^ra: t hereby incorporates as an 

lx * irnative defense to this action all the allegations _f its 

• *.* 0aV * 2t -< » r - ax*egation.e that mar 


hereafter be ,:.ade by 


-i. ^ — r. cirr.s r.c^a 




filed ir. sue.-, action. 


Dated: hew Ycrk, II.Y. 

V c ^ ^ »• r C H * 

.»a. 0 , xi? I u 


Paul, '.:eise, c:l:,”Zrc , 
/-x i d a;-.;- iso:; 


U„ 


Attorneve 


\ si 


— ar.i . . /, .**.stress 

3^5 "ar> Avenue 
iiew York, h'.Y. 10“22 


(212) 93t-:C1C 


[| 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 





BANGOR PUNTA CORPORATION, 


Plaintiff, 


-against- 


CHRIS-CRAFT INDUSTRIES, INC., et al.. 

Defendants. 


ANSWER 

69 Civ. 235^ MP 


. Defendants Loeb, Rhoades & Co. and Shields & Co. Inc., 
by their attorneys, Cahill, Gordon, Sonnett, Reindel & Oh3, 
answering the first amended complaint herein: 

1. Deny knowledge or information sufficient to form , 
a belief as to the truth of any allegations contained in Paragraph 

1 of the complaint, except admit that in said paragraph plaintiff 
purports to base jurisdiction of this Court on certain provisions 
of federal law and upon the principle of pendent jurisdiction and 
alleges that the amount of controversy exceeds $ 10,000 exclusive 
of costs. 

2. Deny knowledge or information sufficient to form 

a belief as to the truth of any allegation contained in Paragraph 

2 of the complaint, except admit that certain of plaintiff's 
securities are listed and traded on the New York Stock Exchange 
and on the American Stock Exchange. 

3. Deny each and every allegation contained in Para¬ 
graph-3 of the complaint except admit that Chris-Craft is a 
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“ 6laWare COrP ° ratl °‘- wlth lts Principal executive office at 
600 Madison Avenue, New York, New York, and that certain of 

Chris-Craft’s securities are listed and traded on the New York 
Stock Exchange and on the Pacific stock Exchange. 

4 . Deny each and every allegation contained in Para¬ 
graph 4 of the complaint except admit that the defendant Herbert 

Sl6gel 15 “* at 311 «-» relevant was President, chief 
executive officer and a director of Ctuis-Craft and that the 

other individual defendants named in the complaint are and were 
directors, and, in some instances, also officers of Chris-Craft. 

5 . Admit, on information and belief, the allegations 
contained in Paragraphs 7 and 33 of the complaint. 

6. Deny knowledge or information sufficient to fom a 
belief as to the truth of any of the allegations contained in 
Paragraphs 8, 14 and 38 of the complaint. 

7 . Deny each and every allegation contained in Paragraph 
9 of the complaint, except admit that Chris-Craft is a diversified 
manufacturer with interests in boats, television, industrial and 
agricultural chemicals and in the manufacture of fiber and foam 
products, and that its sales in 1968 were in excess of $90 million. 

8. Deny each and every allegation contained in Para¬ 
graphs 10, 12, 13, 18, i 9 , 32 , 34, 35 , 35, 3y , ^ i;Q ^ ^ 

the complaint. 

9 ' Deny each ^ ever y allegation contained in Paragraph 
of the complaint, except admit that during October 1968 
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Chr*s-craft filed its reri 

re e 1 -trati.on statement for its proposed 

offer to sell a maximum of $26 million, pursuant to which It 
sold $ 21 , 223 , 200 , principal amount of 65 ; convertible subordi¬ 
nated debentures and refer to such registration statement for 
its terms. 

10. Deny knowledge or Information sufficient to form 
a belief as to any of the allegations contained in Paragraphs 
and 17 Of the complaint, except admit, on information and 
belief, that on or about January 23 , 1969 Chris-Craft purchased 
,000 shares of Piper stock at $65 per Piper share. 

11. Deny, on information and belief, each and every 
allegation contained in Paragraphs 15 , 21 , 22 and 26 of the 
complaint. 

12. Deny each and every allegation contained in Para¬ 
graph 20 of the complaint, except admit, on information and 
belief, that on January 23 , 1969 Chris-Craft published the 
announcement of xts cash tender offer for up to 300,000 shares 
Of Piper commo, stock with the right to purchase additional 

Shares at $ 6 S a share, and that it filed a Schedule 13-D with 

the SEC on the same date, and refpr tn 

> a reier to said announcement and 

schedule for the terms thereof. 

13. In answer to Paragraph 23 of the complaint, the 
defendants admit that Chris-Craffs cash tender offer expired 
on February 3 , 1 9 6 9 and allege that 3C4,6o6 shares of Piper 

Common Stock were tendered to Chris-Craft and purchased by it 
pursuant to such tender offer. 



4 






191 A 

1^. Deny, on information and belief, each and every 
allegation contained in Paragraph 24 of the complaint, except 
admit that at the Piper annual meeting convened on February 4, 
1969 Chris-Craft presented its proxies, that the meeting t was 
adjourned until the appointed judges of election finalized the 
vote and that when the meeting reconvened on March 25, 1969 
defendants James J. Rochlis and C. Leonard Gordon were elected 
to the Board of Directors of Piper. 

15. Deny, on information and belief, each and every 
allegation contained in Paragraph 2',' of the complaint, except 
admit that in February 1969 Chris-Craft borrowed $15 million 
from a bank under a demand note. 

16. Deny each and every allegation contained in Para¬ 
graph 27 of the complaint, except admit that on or about February 
27, 1969 Chris-Craft filed its registration statement and pre¬ 
liminary prospectus with the SEC for its registered exchange 
offer of Chris-Craft securities for shares of Piper shock. 

17. Deny each and every allegation contained in Para¬ 
graph 28 of the complaint, except admit, on information and 
belief, that Chris-Craft purchased shares of Piper Common Stock 
on the open market, and on April 7, 1969 members of the staff 
of the SEC told Chris-Craft that neither it nor the management 
of Piper-nor any third-party acting with or for Piper were per¬ 
mitted to make any further direct or indirect purchases of Piper 
stock during the pendency of Chris-Craft*s exchange offer. 
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18. Deny each and every allegation contained in 
Paragraph 29 of the complaint, except admit that Chris-Craft's 
registered exchange offer became effective on May 19 , 1969 and 
was made to the public by a prospectus dated May 19, 1969 . 

FIRST AFFIRMATIVE DEFEN SE 

19. The complaint fails to state a claim upon whiph 
relief can be granted. 

SECOND AFFIRMATIVE DEFENSE 

20. On information and belief, Bangor Punta did not 
become a shareholder of Piper or enter into any contracts for the 
purchase of any shares of Piper until May 8 , i 960 . 

21. Paragraphs 1 through 28 of Bangor Punta's first 
amended complaint refer to and complain of events alleged to 
have occurred prior to May 8 , 1969 . 

22. By reason of the foregoing, Bangor Punta does not 
have standing to complain of any acts or transactions vrhich took 
place prior to the time it became a shareholder of Piper. 

THIRD AFFIRMATIVE DEFENSE 

23. As to statements made in any registration statements 
or prospectuses referred to in the first amended complaint, the 
defendants, after reasonable investigation, had reasonable ground 
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to believe and did believe at the time said registration state¬ 
ments and prospectuses became effective, that the statements 
therein were true and that there was no omission to state a 
material fact required to be stated therein or necessary to make 
the statements therein not misleading. 


Dated: New York, New York 
April 27, 1970 


CAHILL, GORDON, SONNETT, REINDEL & OHL 



Attorneys for Defendants 

Loeb, Rhoades & Co. and Shields & Co. 

Office & P.0. Address: 

80 Pine Street 

New York, New York 10005 

944-7400 
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SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff, 


v. 

BANGOR PUNTA CORPORATION, 


Defendant. 


70 Civ._ 

COMPLAINT 


Plaintiff, the Securities and Exchange Commission ("the Commission"), 
for its complaint, alleges upon information and belief: 

1. Defendant Bangor Punta Corporation ("Bangor Punta") has 
engaged and is reasonably likely to engage again in acts and practices 
which have constituted and will constitute violations of sections 7, 

10(a) and 17(a) of the Securities Act of 1933 ("Securities Act"^ 

15 U.S.C. 77g, 77J(a) and 77q(a), as well as section 10(b) of the 
Securities Exchange Act of 1934 ("Securities Exchange Act"), 15 U.S.C. 
78j(b), and Rule 10b-5 thereunder, 17 CFR 240.10b-5. 

2. The Commission, i* authorized to bring this action pursuant 
to section 20(b) of the Securities Act, 15 U.S.C. 77t(b), and section 
21(e) of the Securities Exchange Act, 15 U.S.C. 78u(e). The Jurisdiction 
of this Court is based upon section 22(a) of the Securities Act, >5 U.' 
77v(a), and section 27 of the Securities Exchange Act, 15 U.S.C. 78a* 

3. Defendant Bangor Punta, a corporation organized under the 
laws of the State of Delaware, transacts business within the Southern 
District of New York. 

4. The acts and practices, or some of them, constituting the 
violations of law complained of took place within the Southern District 
of New York. 

5. The defendant Bangor Punta, directly and indirectly, made use 
of the mails and of the means or instruments of Interstate comzerce in 
connection with the act* and practical alleged herein. 
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6. On or about Hay 29, 1969 , defendant Bangor Punta filed 
with the Cooaisslon a registration statement (including a prospectus) 
for a public offering of securities in connection with a proposed 
exchange offer for the common stock of Piper Arlcraft Corporation 
("Piper")* Said registration statement became effective on July 18, 

1969, and Bangor Punta then caused prospectuses to be disseminated to 
all Piper shareholders. 

7. Bangor Punta, through its exchange offer of July 1969, 
obtained 111,628 shares of Piper, or about 71 of the 1,644,790 shares 
of Piper common stock outstanding. Together with other acquisitions 
of Piper shares, Bangor Punta was able to obtain about 51X of the 
shares of common stock of Piper, while Chris-Craft Corporation, 

Bangor Punta*s chief competitor for Piper since early 1969, acquired 
about 42X of Piper's common stock. 

8. Bangor Punta's registration statement in connection with its 
exchange offei for Piper shares, and the prospectus Included in the 
registration statement, discussed at considerable length the company's 
98.71 owned subsidiary, the Bangor and Aroostook Railroad ("Railroad"), 

9. Bangor Punta's aforesaid reglatratlon statement and prospectus 
were materially deficient because they omitted to disclose the relevant 
facts concerning: (a) the company's firm general decision to sell the 
Railroad af: a substantial loss over its carrying value on the books and 
financial statements of Bangor Punta; and (b) the company's specific 
decision to sell the Railroad to Amoskeag Company ("Amoskeag") at a 

<3 

$14,000,000 loss over the carrying value of the Railroad on Bangor Punta's 
financial statements. 

10. When the Railroad sale to Amoskeag was formally concluded on 
October 2, 1969, the sales price of $5,000,000 resulted in an extraordinary 
loss of approximately $14,000,000, based on the carrying value of the 


-3- 
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Railroad on Bangor Punta's financial statements. The amount of this 
$14,000,000 loss far exceeded Bangor Punta's consolidated net Income 
(before extraordinary items) of some $6,000,000 for the fiscal year 
ended September 30, 1969. 

11. Bangor Punta filed said registration statement and prospectus 
for the exchange offer on May 29, 1969. During the two months preceding 
the filing these developments had occurred in regard to the sale of the 
Railroad: 

(a) The board ox directors of Bangor Punta had decided to 
dispose of the Railroad and had appointed a special coomittee of 
three of its members to study the alternatives. The basic reason 
for disposing of the Railroad was that in order to break even, it 
would require a heavy Infusion of capital by Bangor Punta--perhaps 
as ouch as $5,000,000 over the next five years. In addition, the 
Railroad's earnings had been steadily deteriorating during the past 
three years. 

(b) The special committee had decided upon sale of the 
Railroad as the only feasible alternative, and had obtained a tenta¬ 
tive offer of $5,000,000 for its capital stock from Amoskeag, the only 
party known to have an interest in making the purchase. 

(c) The Bangor Punta board of directors, after being informed 
of Acoskeag's tentative offer, authorized the chairman of the special 
committee, Curtis n. Hutchins: 

(i) to negotiate with Amoskeag for its purchase 

of the capital stock of the Railroad for a total 

sum of $7,000,000, 511 to be purchased for some 

$3,250,000 and the remaining 491 to be optioned 

to Amoskeag at a higher price; and 

(11) to negotiate with Amoskeag for its purchase 

of 1001 of the Railroad subject to further investigation 
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of the accounting and tax ramifications of such a 
transaction and approval by the board of directors 
or the executive committee of the board. 

(d) Hutchins, with the board's authorisation in hand, coamunicated 
the $7,000,000 counter offer to Amoskeag, which flatly rejected it (as 
Hutchins had predicted to the Bangor Punta board). Hutchins then arrived 
at a written understanding with Aaoskeag, subject to approval of the 
Bangor Punta board. The understanding, dated and hand deliverad on 
May 27, 1969, called for the sale of all of the Railroad stock to 
Aaoskeag for $5,000,000 (either in cash or in Bangor Punta securities 
held by Aaoskeag, at Bangor Punta's option). 

12. Two days after Hutchins' written understanding with 
Aaoskeag, Bangor Punta filed with the Commission said registration 
statement and prospectus for the ex c h a n ge offer. More than seven 
weeks elapsed between the filing of the registration stateaent and 

its effective date on July 18, 1969. During this period, the Bangor 

- 

Punta board took no formal action with regard to the sale of the 

Railroad. Instead, Hutchins, on July 16, 1969, telephoned the president 

of Aaoskeag—P. C. Dumalne, Jr.—and asked him to delay consummation of 

the Railroad sale in order to avoid disclosure of the transaction in 

Bangor Punta's pending registration statement. Dumalne prepared a 

memorandum to his files recording the substance of the conversation. 

"Curtis Hutchins said we definitely have a deal - they 
are in registration - he hopes to be out of registration 
in ten days - of course, that is questionable. He was 
informed by his lawyers that a definite cocaitmeut should 
not be made within two months of registration. He agreed 
that in the meantime I should go over the railroad with 
whomever I want to see the overall condition of the 
property and to meet the staff so that I will be prepared 
to select a staff on consummation date, if and when we 
have a consummation date." 

13. In August 1969, prior to the time when Bangor Punta's board 

. 

of directors formally approved the sale of the Railroad to Amoskaag 
for $5,000,000, John M. Coward presented an offer to Bangor Punta to buy 
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the stock of the Railroad for $10,000,000 (payable $4,000,000 at 
closing and $1,000,000 per year for six years, with Bangor Punta to hold 
the stock as collateral and to collect Interest at the prime rate on the 
unpaid balance). Bangor Punta rejected this offer because of its 
commitment to Amoskeag. 

14. In September 1969, the Bangor Punta board of directors 
approved the $5,000,000 sale of the Railroad stock to Aooskeag. The 
formal agreement dated October 2, 1969, embodied the essential terms 
of Bangor Punta's written understanding with Amoskeag of Hay 27, 1969 
(111(d), supra) . 

15. The Railroad sale and the resultant loss to Bangor Punta 
were material facts in the following respects, among others: 

(*) Urge amount of los s and impact upon Income . In Bangor 
Punta's financial statements for the fiscal year ended September 30, 

1969, the $14,000,000 loss on sale of the Railroad was deducted from 
earnings as an extraordinary loss item. Consolidated net Income (after 
taxes) for that fiscal year, by way of contrast, was only about 
$6,000,000 (before the loss on sale of the Railroad), and for the six 
month period ended March 31, 1969, was $5,032,000. (The consolidated 
net income, after taxes, for prior fiscal years was: 1968-•$8,244,000; 
1967-$5,571,000; 1966-$5,569,000; 1965-$5,578.000; and 1964-$3.749,000.) 
Bangor Punta's net loss for the fiscal year ended September 30, 1969, was 
about $8,600,000. 

(b) Impact u pon retained earnings and stockholders' equity. The 
$14,000,000 loss comprised about 36Z of Bangor Punta's retained earnings 
of some $38,000,000 as of the fiscal year beginning October 1, 1968, and 
also amounted to about 11Z of stockholders' equity as of the same date. 

< c ) Upact up on market price . Immediately following both the 
announcement of sale of the Railroad, on October 3, 1969, and the release , 


on December 2, 1969, of Bangor Punta's financial statements for fiscal 1969, 
Bangor Punta's common stock declined steadily on the New York Stock 
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for at least a week (with one day's exception each period). During 
the period beginning October 3, 1969, through October 10, 1969, the 
ecrket price for the common stock of Bangor Punta Corp. declined 
4.6X. For the week beginning December 3 through the 10th, Bangor Punta 
common stock declined 13.6X. 


M 

A 


the Railroad sale. Bangor Punta not only treated the Ballroad at length 
on a going-concern basis In Its registration statement but also assiduously 
strove to delay consummation of the Ballroad sale until after conclusion 
of the exchange offer. 

16. Defendant Bangor Punta violated section 17(a) of the Securities 
4ct, 15 D.S.C. 77q(a), section 10(b) of the Securities Exchange Act, 

15 U.S.C. 78j(b), and Rule 10b-5 thereunder, 17 CFR 240.10b-5, by falling 
to disclose In Its registration statement and prospectus facts concerning 
t'ae disposition of the Ballroad. Said omissions rendered materially 
misleading statements which were made concerning the business ar K* financial 
condition of Bangor Punta. 

17. Defendant Bangor Punta violated sections 7 and 10(a) of 
the Securltier Act, 15 U.S.C. 77g and 77J(a), by reason of the 
failure of Its registration statement and prospectus to disclose the 
company's Intended cessation of Its Railroad business and the consequences 
flowing therefrom. 

18. Defendant Bangor Punta will, unless restrained and enjoined, 
continue to engage In the acts and practices set forth In this complaint 
and In acts and practices of similar purport. In fact, defendant Bangor 
Punta has demonstrated a propensity for violating the securities laws. 

The registration statement which Is the subject of this action was filed 
by Bangor Punta pursuant to a permanent Injunction obtained by the 
Commission against "gun Jumping" violations by that company and Piper 
Involving the registration provisions of the .'curlties Act, 15 U.S.C. 

77a(c). 


fRuMEJl 
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cad Piper Arlcraft Corporation . Civil Action No. 1388-68 (C.D.C. 1969). 

The injunction, entered on May 26, 1969, upon concent of the defendant# 
without admission of the allegations in the complaint, ordered Bangor 
Punta to file within 10 days a registration statement for the exchange 
offer for Piper shares or else discontinue the offering. The injunction, 
in relevant part, further ordered Bangor Punta not to "announce or 
implement any exchange offer unless and until cuch announcement of 
said exchange offer end the exchange offer comply with the registration 
provisions of the Federal securities laws." The court Injunction 
notwithstanding, Bangor Punta proceeded to file a registration statement 
which failed in material respects to make the adequate disclosure required 
by the registration provisions of the securities laws. Moreover, as has 
been previously alleged (YS8, 11, 12), Bangor Punta's failure to disclose 
was made in a context which establishes unequivocally that the company Itself 
regarded the omitted information to be material. 

WHEREFORE Plaintiff demands judgment: 

1. Enjoining the defendant Bangor Punta from further acts and practices 
in violation of section 7 of the Securities Act, 15 U.S.C. 77g, and the rules 
and regulations thereunder; section 10(a) of the Securities Act, 15 U.J.C. 77J, 
and the rules end regulations thereunder; section 17(e) of the Securities Act, 
15 U.S.C. 77q(e); end section 10(b) of the Securities Exchange Act, 15 U.S.C. 
78j(b), end Rule 10b-5 thereunder, 17 CFR 240.10b-5. 

2. Ordering the defendant Bangor Punta to make an offer of rescission 
to all shareholders who exchanged shares of the common stock of Piper with 
Bangor Punta pursuant to the exchange offer of July 1969. 

3. Awarding such other and further relief as the Court may deem 


just and proper. 


Ucvin Thomas Duffy 
Regional Administrator 

Securities and Exchange Cocsnisslon 
New York Regional Office 
26 Federal Plaza 
New York, Mew York 10007 


Respectfully submitted, 
I . • ••• • 

PHILIP A. LOOMIS, JR. 
General Counsel 

D.'.VID 7ER8ZR 1 V 



Securities and Exchange Commission 


Washington, D.C. 20549 
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UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF NEW YORK 

SECURITIES AND EXCHANGE COMMISSION, 


Plaintiff, 


-against- 

BANCOR 

FUNTA CORPORATION, 

~ mm m 

Defendant. 


70 Civ. 3490:MP 

ANSWER 


The defendant, Bangor Punta Corporation ("Bangor Punta"), 
by its attorneys, Webster Sheffield Flei.sehmann Hitchcock & 
Brookfield, for its anfiwer to the complaint herein alleges as 
follows: 


FIRST: Denies each and every allegation contained in 
paragraphs "1" and "2" of the complaint. 

SECOND: Denies each and every allegation contained in 
paragraph "3" of the complaint: except Bangor Punta admits it is a 
corporation organized under the laws of the State of Delaware. 

o 

THIRD: Deu-: s each ..nJ every alligation contained in 
paragraphs " f - ' and "V of tlu complaint. 

o 

ftilb T:i: Denies <• rk end \ 1 Ingatinn contained in 

par :j:r:i| t **7’ pf the <. >;-'pl a) nt .id ,. r l . 1 t i ,<>•» 1 y *llego> 


:k 


' IMt 
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B.in S or Punta acquired (a) 6)2,718 shares of Piper Aircraft 
corporation ( Piper") common stock pursuant to the registered 
exenange oifers it made to men,hors of the Piper family and to all 
other holders of Piper common stock between July 18, 1969 and 
Jul> 29, 1969; (b) 120,200 shares of Piper common stock purchased 
for cash in five unsolicited transactions off any registered 
stock exchange between Kay 14 and Kay 23, 1969; and (c) 100,614 
shares of Piper common stock purchased on the open market subse¬ 
quent to August 6 , 1969. Bangor Punta now owns of record a 
total of approximately 338,156 shares of Piper common stock of 
approximately fifty and seven-tenths of one percent (50.77.) of 
all the outstanding shares of Piper common stock. Further Bangor 
Punta has continued to purchase shares of Piper common stock on 
the open market from time to time. Uhile Chris-Craft Industries, 
inc. ("Chris-Craft") purports to own approximately 697,495 shares 
Of Piper common stock, Bangor Punta claims Chris-Craft acquired 
such Piper shares in flagrant violation of the securities laws 

anu is seeking appropriate relief against Chris-Craft in actions 
nor/ i/cudins in this Court. 

im "' : each ; ”‘ d every allegation contained in 

paragraph "8" of the c,. plaint n~.J respectfully refers the Court 

to the* rfu j '-.frat Jon <? i-.»* .-mf ; 

sr,, ‘- cnL ‘ i “osj.cctus of Can*.or Pun!' 

rel " ti ’*o ' ' .han oJrC.pt r • tli- curn.i • n r 

1,1 111 s ttKil UOC. 


T v*r m • .• • 

cad f/ury a ] i s i 

* 

h •"> ”9" I.f ti . . 1..:.,, 


t -• ntJiii J in 
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SEVENTH: Denies each and every allegation contained in 
paragraph "10" of the complaint and affirmatively alleges that on 
October 2, 1969, Bangor Punta sold all of the shares of capital 
stock of the Bangor & Aroostook Railroad Company ("BAR") owned 
by it to Amoskeag Corporation for $5,000,000 in cash, plus 
additional valuable cash considerations payable to Bangor Punta 
depending upon the occurrence of certain events in the future. 

For accounting purposes only (not cash purposes), Bangor Punta 
incurred an extraordinary loss of $13,813,239 before any considera¬ 
tion is given to the receipt of additional cash payments that may 
be received from Amoskeag Corporation under the terms of the sale. 

EIGHTH: Denies each and every allegation contained in 
paragraph "11" of the complaint and affirmatively alleges that 
Bangor Punta filed a registration statement including a prospectus 
with the plaintiff for its exchange offers to the Piper family and 
all other holders of Piper common stock on May 29, 1969. 



NINTH: 

Denies 

each end 

every 

V 

ragraphs "12" and "13" 

of the 

coir.plai 


TENTH: 

Denies 

each ar 

.d 

rvoi*y 

\* a 

i 

ragi .'ij-h "14" of 

the co. 

;*1 n int 

an 

■ t res 

kr. 

t 

I 

urt t o. the sevo 

ral ng.o 

; ; ent s 

da 

ted ( 


ngc.r Punta and 

\r.:orkr a: 

Corp o) 

\.t 

ion c 


ween 


si !jc! i at 'rests o' P ago* Punta in tin V; ; A:..oskr*‘g Covpo»- i ion 
for to* terms thereof. 
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ELEV2NTI: Denies each and every allegation contained 


in paragraph "15" of the complaint and affirmatively alleges 


(a) thiL Bangor Punta incurred an extraordinary loss for 


accounting purposes (not cash loss) on October 2, 1069, of 


vJ3,ol3,2h9 as a result of its di-position of its stock interest 


in the BAR which had no ir; r act or effect on Bangor Piute's earning; 


from its operations; (b) the extraordinary loss incurred had the 


effect of eliminating from the "retained earnings" item on the 


Bangor i unta balance sheet the extraordinary gain of $10,286,629 


real jzed by Bangor Pimta on September 30, 1965 when this investment 


of Bangor Punta ir. the BAR was increased on the balance sheet of 


Bangor Punta from $6,096,179 to $13,384,608 based on an appraisal 


of the then market value cf the BAR shares. The foregoing infor¬ 


mation was fully disclosed to the public in the Bangor Punta and 


LA.c financials : ncc porated in the prospectus Cor the exchange 


offer; (c) in fiscal 1963, the earnings of the BAR constituted 


less than one percent (17.) of the not -arnings of Bangor Bun fa; 


’ ,Ui ,,r! Octobor "> -ngor Punta common stock closed on 


th *' r *■ ft' >• “*oi,. ...change at $21 per share and between such 


Uutl * Uk ’ Cctobc ‘ r 5 0, 5969, J mgov r. > a co:v:.on steel; clo- cd betwa 


/o and 20 4/b; -ad that two; n October il ;uid October 21, 196: 


aft r flu ne ;s of 'he sale o' the l\.i bj 3 ..ngcr h;.d been 


r u ]iy a * : 'ir Hated by the i„ estarn; c. m:. uni by, gauger lirta common 


*"d b-f.- i '’*» M / />. 


ao* . a y > ‘ n v ’ i..e c 


ill - eorjiuon stock 


1 ' 'bd' - 4 1 '■ ' . <»•'t y | creept (20,1) . 
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Beginning in early 1969 and continuing throughout 1969, it is 
common knowledge that the pi'ices of common stocks generally 
declined markedly ns a result of a number of factors including 
by December, 1969, lax selling. Although Bangor Punta common 
stock closed at 18 3/8 on December 3, 1969 and at 13 7/8 on 
December 10, 1969 and remained in the $15 range through December, 
1969, by January 5, 1970, Bangor Punta common stock again closed 
at 18 5/8. 


TWELFTH: Denies each and every allegation contained in 
paragraphs "16", "17" and "18" of the complaint. 


AS A: U FOR A FT HOT COMPLETE AFFIRMATIVE DEFENSE 


THIRTEENTH: The complaint, herein is sham and false 

because there is no good ground to support the allegations of 
the complaint within the meaning of F.R.C.P. Rule 11. If B tngor 
Punta can establish that this action was commenced by the plaintif 
without good cause, Bangor Punta may be entitled to be reimbursed 
for all its counsel fees and other direct and indirect expenses 


incurred in defending ilsel r . 


AS A' ■ 1CH A d’HH D . / . ■■■T'V A TiVE DM . /REE 
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of Piper that has been going on between liangor Punta and Chris- 
Craft since May, 1969. These wrongful activities of the adminis¬ 
trative staff of the plaintiff may have been prompted by, or be 


the result of their own internal confusion and error. As a result 
of such internal contusion and error the administrative staff may 
believe they have afforded inequitable treatment to Chris-Craft in 
its fight for control of Piper in the spring of 1969, and are 
attempting to correct the effects of their actions by attempting 
unjustly to ma 1 e Bangor Punta suffer for the administrative staff's 
own failures. If such improper motives are established from evi¬ 
dence developed in discovery proceedings herein, in addition to 
constituting the equitable defense of "unclean hands" on the part 
of the plaintiff, Bangor Punta may be entitled to affirmative 
injunctive relief against continued interference by the administra 
tive staff of plaintiff with the affairs of Bangor Punta. 


WHERSFOYE Bangor Punta demands that the complaint herein 
be dismissed with prejudice, that it be av/arded a judgment against 
the plaintiff for its counsel fees and all other direct and in¬ 
direct expenses including costs and disbursements incurred by it 
in defending this action, and for such other and further relief as 
this Court deems proper in the premises. 


Diteji: New York, New York 

October 14, 19/il 


ViCB./i SilU'FlCU) F1.J1SJ' : .ANN 
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The following pages 208 A to 757 a are the agreed 
findings of fact stipulated to by the parties 
in Chrls-Craft v. Bangor Punta . docket No. 72-1064. 
Chris-Craft's agreed findings were submitted to 
the trial court as Exhibits 73A and 73B. Bangor 
Punta's agreed findings were submitted to the 
trial court as Exhibit AF. Piper's agreed find¬ 
ings were submitted to the trial court as 
Exhibits R and S. First Boston's agreed find¬ 
ings were submitted to the trial court court as 
Exhibit AE:(lX3). For the convenience of this 
Court the findings of the various parties are 
set out here in numerical order. 
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1* [Proposed by Chris-Craft] Chris-Craft 
Industries, Inc. ("Chris-Craft") is a publicly held 
Delaware corporation with its principal executive 
offices in the City, County and State of New York. 
Chris-Craft's common and preferred stocks and con¬ 
vertible debentures are traded on the New York 
Stock Exchange ("NYSE"). The Appendix attached hereto 
("Appendix") contains the prices at which Chris-Craft 
common stock traded on the NYSE from October 1, 1968 
to June 9, 1970. 
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2 [Proposed by Chris-Craft] Piper Aircraft 
Corporation ("Piper") is a Pennsylvania corporation having 
its principal place of business in Lock Haven, Clinton 
County, Pennsylvania. Piper is a publicly held corporation 
engaged in the manufacture and sale of light aircraft. Its 
capital stock consists of 5,000,000 authorized shares of 
which approximately 1,6^,790 shares are issued and out¬ 
standing. Piper common stock was listed on the NYSE from 
1957 until August 11, 1969, and has been registered on the 
Philadelphia-Baltimore-Washington Stock Exchange ("PBWSE") 
since April 1969 , having been previously granted unlisted 
trading privileges on the PBWSE on April 10, 1967 . The 
Appendix attached hereto contains the prices at which 
Piper traded on the NYSE from October 1, 1968 to August 11, 
1969, the bid and asked prices for Piper shares over-the- 
counter between April 8 and April 18 , 1969 and the prices 
on the PBWSE from August 11, 1969 to June 9 . 1970. 
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3 . [Preposed by Chrls-Craft] Bangor Punta 
Corporation ("Bangor Punta") is a Delaware corporation 
with its principal executive offices in Greenwich, Connecticut 
Shares of Bangor Punka's common and convertible preference 
stocks and bonds are traded on the NYSE. The Appendix 
attached hereto contains the 1 . prices at which shares 

of Bangor Punta common stock were traded on the NYSE from 

i . 

October 1, 1968 to June 9» 1970. ... 
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C Pr oposed by Chris-Craft] The First Boston 
Corporation ("First Boston") is a corporation organized 
under the laws of Massachusetts and is a broker-dealer 
regloteied with the Securities and Exchange Commission ("SEC") 
doing business in the City, County and State of New York. 

First Boston had for several years prior to 1969 acted as 

A. 

Piper's investment banker. 
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5» [Proposed by Chris-Craft] The "Piper family" 
as used herein consists of the ^3 individuals, trusts and 
corporations whose names appear on Schedule 1 to the May 8, 
1969 agreement between Bangor Punta and such persons 
(Chris-Craft Exhibit 1). 
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6* [Proposed by Chris-Craft] The following 
individual defendants who have been served and have appeared 
in this action acted in the relevant period in the indicated 
capacities: 

William T. Piper, Jr. 

President of Piper. Chairman of the 
Board of Piper from March 25, 1969 
until August 12, 1969. 

Thomas F. Piper 

Vice President of Piper, Director of 
Piper until August 12, 1969. 

Howard Piper 

Executive Vice President of Piper. 

Director of Piper until August 12, 1969. 

David W. Wallace 

President and chief executive officer 
of Bangor Punta. Assistant Vice 
President and director of Piper as 
of August 12, 1969. 

Nicolas Salgo 

Chairman of the Board of 3angor Punta 
and, as of August 12, 1969, Chairman 
of the Board of Piper. 

Paul L. Miller 

President of First Boston. 

Nicholas H Ro yard 

Vice Presi< ent in the underwriting 
department of First Boston. 
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7. [Proposed by Chris-Craft] In January 1969 
four of the eight-man Board of Directors of Piper were 
members of the Piper family as defined herein (W. T. Piper, 
W. T. Piper, Jr., Howard Piper, Thomas F. Piper), each of 
whom had been a director since 1952 or before. Of the 
other four directors, two were retired (R. K.'Griffin, 
Norman J. Greene) and two were employees of the corporation 
(Walter C. Jamouneau,Charles W. Pool), and none, according 
to Piper's proxy statement dated January 4, 1969, owned as 
of November 6, 1968 more than 2,500 shares of Piper. 


, *-V. 
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8. [Proposed by Chris-Craft] Those members of 
the Piper Board of Directors who were also members of the 
Piper family, as defined herein, reported in various filings 
with the SEC, including Piper's January 4, 1969 proxy state¬ 
ment, that they beneficially owned about 20* of Piper's 
outstanding common s'tock, or approximately 325*000 shares. 

The Piper family, as defined herein, collectively owned in 
1968 and until August 7, 1969 approximately 500,000 shares 
of Fiper common stock, or about 31^ of the outstanding shares. 
No Schedule 13D under Sections 13 and l 1 * of the Securities 
Exchange Act of 193^ was filed by the Piper family, as defined 
herein, with reference to their ownership of Piper shares 
at any time. ( 
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8A. [Proposed by Piper] In an article about 
Piper which appeared in the November 7, 1968 issue of 

t • 

"Forbes" magazine the statement was made that "the Piper 

* taa. f/ CrU+,CA+ff' 

family owns about a third of the stock." Kr. Siegel read 1 

A 

said article before Chris-Craft purchased any shares of 
Piper stock. • 


T*~ 


2 1 


Revised 11/25/70 

11- [Proposed by Chris-Craft] Between December 30 
1963 and January 23, 1969, Chris-Craft purchased 200,500 
shares of Piper stock for cash at prices ranging from 
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11A. [Proposed by Piper] On January 14, 1969, 
Chris-Craft had a meeting of shareholders and a meeting 
of its Doard of Directors. No mention of Chris-Craft*s 
purchases of Piper stock, amounting to 94,900 shares, 
was (uade at the shareholders' meeting and the minutes of 
the subsequent Board of Directors' meeting reflect no 
discussion or action relating to Piper. No public 
statement concerning purchases of Piper stock was made 
by Chris-Craft until it announced its cash tender offer 
on January 23, 1969. 
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12. [Proposed by Piper] [Adopted by Chris-Craft] ‘ • 

On January 23, 1969, Chris-Craft issued a press release announe 
ing» 

(a) that it was offering, commencing 
immediately, to purchase up to 300,000 shares 
of Piper common stock at $65 per share (the 
"Chris-Craft tender offer"); 

(b) that it already owned 200,500 shares 
of Piper amounting to approximately 12-1/2% of 
the outstanding shares? 

(c) that if 300,000 shares or less were 
tendered, Chris-Craft would buy them all, but 

if more than 300,000 shares were tendered, Chris- 
Craft, at its option, may purchase all or any 
part of the excess; 

(d) that in making the purchase, Chris-Craft 
proposed to use its general funds, but if additional 
funds were required, it proposed to borrow from 
banks on a short-term basis although no arrange¬ 
ments for such borrowings had been made; 

(e) that Chris-Craft was purchasing the 
Piper shares for investment with a view to control 
of Piper, but it did not presently have any specific 
plan or proposal with respect to Piper. 

fhe closing price of Piper common stock 
on January 22, 1969 on the NYSE was $52.50. 






12A. [Proposed by Piper] Chris-Craft's Board 
of Directors 6n January 29, 1969 adopted the following - 
resolution, which was the first resolution relating to 
Piper: 

"RESOLVED, that the action of the officers 
of this Corporation and each of them in offering 
to purchase 300,000 shares of Common Stock of 
Piper Aircraft Corporation {'Piper') f<Sr a cash 
- purchase price for $65 per share subject to 
the terms and conditions set forth in the Offer 
and in the Letter of Transmittal be and the 
same is hereby ratified, approved and confirmed 
on behalf of this Corporation and the officers 
and each of them are hereby authorized and 
directed to take all action deemed necessary or 
desirable by them and each of them to carry out 
the provisions of the aforesaid Offer and any 
action taken or document signed by them or any 
of them shall be conclusive evidence of their 
authority in so doing;". 





Rev. 2/2/71 


i 


zhi A 

12B. [Proposed by Piper.] No resolution of 
Chris-Craft's.Board of Directors the.open 

market purchases of Piper shares or the purchase of 
the Tech fund block of shares was enacted until May 
12 , 1969. Chris-Craft had a standing resolution 
giving an Investment Committee headed by Mr. Siegel 
authority to purchase up to six million dollars of 
any security. On January 22, 1969, prior to the 
consummation of the purchase of the Tech Fund block 
of Piper shares, Messrs. Siegel and Gordon contacted 
. otlve: r Chris-Craft directors with respect to the Tech 
Fund block and the making of a tender offer. None 
of the directors disapproved of the actions taken. 
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13* [Proposed by Chris-Craft] Chris-Craft's 

•* • . • •** . ' * r •* 


tender offer dated January 23* 1969 stated, among other 


things: (a) that it had acquired 200,500 Piper shares ; ' a , 

since January 1, 1969, of which 99,400 shares were acquired 
in the open market and 101,100 shares from an institutional 
investor * n a negotiated transaction, (b) that it was making 


an offer to Piper shareholders to purchase up to 300,000 
sha’-e- 01 Piper stock at a price of $65 a share with the right, 
at Chrls-Craft's option, to purchase all or any part of the 
shores tendered in excess of 300,000 shares, and (c) that 
Chris-Oaft wa 3 purchasing t^ie Piper shares for Investment 


w!th a view tc control of Piper but it did not presently have 

£f.y specific plan or proposal witn respect to Piper. Chris "* -17 

— ___ ^ 1 

Crafw reserved the* right at any time to withdraw the tender 


offer if any material increase in the aggregate number of shares 


outstanding of Piper cr ahy material change in Piper's capital¬ 
ization, operations or financial condition was proposed or 
made. 


Chrls-Craft's tender offer was republished under 
date of January 24, 1969 with certain changes and additions 
which d 4 d not alter any of the above statements concerning 
its tender offer. 






13a. [Proposed by Piper] On January 23, 

1969, after Chris-Craft had purchased the Tech Fund. 

block of Piper shares as described in Finding , 

Chris-Craft announced its cash tender offer for up to 

300,000 Piper shares, with the right to accept more 

shares at its option. The amount of cash available to 

•* 

Chris-Craft at that time was a consideration in Chris- 
Craft' s decision to make its tender offer for up to 
300,000 shares. The price of $65 per share was the price 
Chris-Craft concluded it would have to offer in order to 
have tendered to it the number of shares it hoped to get. 
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13D. [Proposed by Piper] The attached sheets 

uj 111 

was prepared by Chris-Craft's controller on January 24, 
1969. 


h 
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' 'SUMMARY 0 '} CASK FLOW 
(in $000) 


. ‘ cash 

-• ■#■•••*■ * i # 

Balance, December 29 • , • ' . .~V* 

• Proceeds of Debentures ’ -$2*401 

• • All Other • . . *«n. 


Less: 


Purchases of Stock - • " • 

Piper . 

•ms/ . • V-; \ 

.Fisher * ..? 

Taivan 

Transfer to Boat Division 
Dividends, Long Torn Debt, etc.(net) 


* Balance before liquidation 
. of C.D.'o 


Liquidation of C.D.'o 

• ' V ’ • * ; 

... balance, January 24 


; Cash 

C.D/'a 

o o 
! o o 

• C CG 
• •* 

CM 

</> 

• *• 

$23,000 
• 3,SCO 

$3,200 

• 

• $26,500 

4 * • 

$11,700 
250 
• 1,400 

,* 110 • 
1,500 
740 

• 

• 

0 

• t 

i • 

$15,700 

• 

• 

(12,500) 

* 

• 

• 

’14,500 

• 

*(14,500) 

$2,000 

$12,000 






• • ’ • >. 

Note: Payable re; . Finer Stock $375 ; • ’)* • 

•• Receivable re; 32,500 UBS $1,720 7~' 

• . . . . . . • • • . ^ \ • 

* . . / • • • • . • . .• • 


W.M. 

1/24/C9 
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14. [Proposed by Chrls-Craft] On the morning 
of January 23, 1969* Mr. W. T. Piper, Jr. received a 
telephone call from Mr. Siegel, who informed him that 
Chris-Craft had acquired a large block of Piper stock and 
was making a tender offer that day for additional Piper 
shares. 

The following was carried on the Dow Jones at 

11:24 A.M. on January 23, 1969: 

’’PIPER AIRCRAFT SAYS IT IS NOT INTERESTED 
IN CHRIS-CRAFT OFFER 

"LOCKHAVEN PA - DJ- WILLIAM T. PIPER JR. 
PRESIDENT OF PIPER AIRCRAFT CO SAID -WE HAVE 
NO INTEREST AT ALL- IN THE TENDER OFFER FOR 
PIPER STOCK BEING CONSIDERED BY CHRIS-CRAFT 
INDUSTRIES 

"-WE ARE NOT INTERESTED IN ANY MERGERS 
OR CHANGES OR ASSOCIATIONS OR ANYTHING LIKE 
THIS- PIPER SAID 

"HE SAID CHRIS-CRAFT TOLD HIM THIS 
MORNING THAT THERE WOULD BE AN OFFER BUT 
HE DID NOT KNOW ITS VALUE 

"THE PIPER FAMILY OWNS ABOUT 35 PC OF 
ThE PLANE MANUFACTURER-S STOCK 

"FOUR OR FIVE MUTUAL FUNDS HOLD ABOUT 
15 PC OF THE STOCK WITH THE REST WIDELY . 

HELD PIPER SAID 
-0- 11 24 AM EST" 
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1'IA. [Proposed by Piper] Mr . ,> lper pp the 

day contacted Pi rat Boston, chadbourno, Parke 
Whiteside i Wolff. Piper's counseli ^ 

Co., Piper's auditors, with respect to Chrls-Craft's 
announcement and requested information concerning Chrls- 
Craft and Mr. Siegel. Chadbourne called D.K. Tci„ g s Co< 


- 




... m m», . . » w ; 
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14(B). [Proposed by First Boston) After 
Mr. Miller spoke to Piper, he called Mr. Nicholas 
Bayard, a member of First Boston's Corporate Finance 
Department, and asked him to begin gathering information. 
In the course of the day Mr. Bayard called Chadboume, 
Parke, Whiteside & Wolff, Piper's counsel, spoke to 
Mr. Newman, an officer of First Boston, to find out 
what would be the normal sort of checkpoints in contested 
takeover situations, and caused to be prepared charts 
comparing Piper, Chris-Craft, Beech and Cessna, and 
showing earnings and capitalization consequences of 
merger of Chris-Craft and Piper. First Boston Charts 
1 • ^t 3 and 4 contained in Defendants' Exhibit AE-2 were 
prepared by Bayard. 
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15. [Proposed by Chris-Craft] On January 23, 
■969, defendant Bayard made a series of notes, artiong which 
are Exhibits 12, 13, 1^ and a part of Exhibit 16 (the 
balance of Exhibit 16 having been prepared no later than 
the next week), copies of which are annexed. Exhibit 13 
was prepared as a consequence of Bayard's conversation with 
Newman. Exhibits l^J and 16 include notes of Bayard's con¬ 
versations with Chfidbourne. 
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15(A). (Proposed by First Boston] On or 
about January 24, 1969, Bayard made the following notes: 

"1) hit bid & drive over tender price - 65 

bid up over 70 _ 

(CNA? 

( 

(INA - possibly because of World Airways - 
( move more rapidly - 

( 

(Travelers - out 

( 

(Gulf - 

( 

(American Standard 

Northrup Aviation ) Tom Jones recently 

) 

Chrysler ) 

Avco - 
Grumman 

The companies listed above are companies Bayard 
had been told had already been, or were to be contacted by 
Piper or by First Boston on Piper's behalf. 

15(B). (Proposed by First Boston] Bayard dis¬ 
cussed the notation "hit bid & drive over tender price - 
65 bid up over 70" with Laeri, and concluded the suggestion 
made no sense. 
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16* [Proposed by Chris-Craft] On January 2 l i t 
1969, having decided to oppose the Chris-Craft offer, 
the management of Piper asked First Boston to contact 
appropriate corporations and make known management's possible 
interest in proposals that might be made to Piper, and to 
analyze such proposals as might be made. First Boston 
agreed to do so. 


-v. 
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18. [Proposed by Chris-Craft] On January 25, 

1969* Piper's Board of Directors enacted resolutions stating 
that in the Judgment of the Board of Directors the Chris-Craft 
tender offer was not in the best interests of the shareholders 
of the corporation, authorizing the President and other 
officers of the corporation to make that Judgment and any other 
pertinent matters known to the shareholders of the corporation 
and authorizing retention of persons to communicate with the 
shareholders of the corporation concerning the Chris-Craft tender 
offer. In addition, at the January 25 th meeting of Piper’s 
Board of Directors, an Executive Committee, consisting of the’ 
officers of Piper who were also directors, was formed. The 
Executive Committee was given all tne authority of che Board 
of Directors in the management of the business of the corporation 
at all times the Board of Directors was not meeting. 




v 


1 
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19A. (Proposed by Piper] The Executive 
Committee appointed at the Piper Board of Directors' 

meeting on January 25, 1969 did not meet or take any 
action at any time. 





Revised 12/15/70 


240 A 


20. [Proposed by Chris-Craft] On January 25, 
1969 Piper sent to its shareholders a night letter reading 
as follows: 


"THE BOARD OF DIRECTORS OF PIPER 
AIRCRAFT CORPORATION STRONGLY URGES YOU 
NOT TO TENDER YOUR PIPER SHARES TO- CHRIS- 
CRAFT INDUSTRIES, INC. IN RESPONSE TO THEIR 
TENDER OFFER OF $65 PER SHARE. A LETTER 
CONTAINING IMPORTANT INFORMATION IS BEING 
MAILED TO ALI PIPER SHAREHOLDERS. THE OFFER 
REMAINS OPEN ’TIL FEBRUARY 3 AND WE URGE 
YOU NOT TO ACl HASTILY. 

W.T. PIPER JR. PRESIDENT PIPER AIRCRAFT CORP." 
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21* [Proposed by Chris-CraftJ Piper sent the 

• « • • • • 

following letter through the mails to its shareholders 
dated January _7, 1969 bearing the signature of W. T. Piper, 
Jr. : 

[attached] 


[Chris-Craft Exhibit 17] 
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Piper Aircraft Corporation 

Lock Haven, Pennsylvania 17745 

IMPORTANT 


’• . : ... >> ♦ 

•* ’. ■'': _ ' T » 

f‘*. ... • 

t ► *• r ./ **•.. * 

• *•".■■** • ■ 
• ,v ■; w • - ^ 

• ■ • . '■v. •• 


January 27, 1969 •; '/ 

Dear Shareholder: 

• • • « 

In an attempt to gain control of your Company, Chris-Craft Industries, Inc., a small New York- 
based conglomerate, has offered to purchase 300,000 shares of Piper Common Stock at $65 per share. 

Your Board of Directors has carefully studied this offer and is convinced that it is inadequate and 
not in the best interests of Piper’s .shareholders. Accordingly, your Board unanimously urges that it be 
rejected. Nof one member of your Board of Directors or management will tender his shares. 

Obviously, if Chris-Craft is suddenly willing to offer you $65 per share for your shares, Chris-Craft 
must believe that Piper stock is worth substantially more than it is offering. 

Remember, any tender of your shares will be irrevocable on or after January 30, 1969. In other 
words, after this date youi shares could be out of your possession and control until March 24, 1969 and 
without any payment to you. 

In addition, this offer is conditioned on vour surrendering to Chris-Craft an irrevocable proxy for 
the annual meeting on February 4, 1969. Your management believes this is a solicitation of proxies 
without proper compliance with the federal securities laws and has referred the matter to counsel. 

In your own best interest, we urge you to consider carefully the fo'lowing important points: 

1. This offer is a fully taxable transaction. 

2. Pipers stock has traded as high as $72.25 on the New York Stock Exchange within the 

past eifcht months. 

3. Piper’s sales increased more then 20% in fiscal 1968 over the prior year, and its earnings 

per share were approximately 29% higher. 

4. The general aviation industry >s a growth industry, and Piper expects to participate fully 

In this growth. 

Toil should know that Piper's management has hud preliminary discussions with several 
major industrial corporations regarding possible combination with Piper. These are continuing. 
Jn the opinion of your Board of Directors and management, if a merger or consolidation were 
deemed advisable, a higher value could be realised for all shareholders and possibly on a tax- 
free basis. Any shareholder who has tendered his shares will not, of course, benefit from any 
such development. 

For these reasons, your Board of Directors again strongly recommends that you reject the Chns- 
Craft offer. 

We will forward additional important information to you within the next several days. If I can be 
of further assistance to you, please do not hesitate to call me collect at (717) 748-6711. 

Sincerely, 


W. T. Piper, Jr. 

President 


• ‘ • l 






i **j*r*iM* -i ■ 
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22- [Proposed by Chrls-Craft] The letter quoted 
In Finding 21 was drafted by D. F. King & Co. and the draft 
was shown to several persons Including Piper's attorneys and 
defendant Bayard. Mr. Bayard suggested a change In item 
No. ^ of the sixth full paragraph (which currently reads: 

"The general aviation industry is a growth industry, and 

Piper expects to participate fully in this growth"). He 

testified at his deposition that he suggested the change 

because he thought the language as then written was "much 

more puffy than it should have been." ^ 


-i.. 


* 
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22(A). (Proposed by First Boston) The January 
27 letter did not refer to First Boston or in any way 
indicate approval or sponsorship by First Boston. Mr. 
Miller did not see the January 27 letter prior to the 
time it was mailed. 

22(C). (Proposed by First Boston) Neither Mr. 
Bayard nor any other representative of First Boston saw 
the letter again until it had been mailed to the Piper 
shareholders, and neither he nor any other representative 
of First Boston was present at the Piper Board of Directors’ 
meeting of January 25, 1969, at which meeting the letter 
was presented to the Board of Directors for approval and 
approved by it. 
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2*J. [Proposed by Chris-Craft] Piper sent through 
the mails the following letter to its shareholders dated 
January 28, 1969 bearing the signature of W. T. Piper, Jr.: 

[attached] 


[Chris-Craft Exhibit 113] 
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Piper Aircraft Corporation 

i I.«cU Unveil. Pcmisvlvania 17745 ■ 


• S- 

• . •. • January 28, 1969 

i ■ 

■! . ■' • . • 

Dear Shareholder: 

| . 

in our letter of Januar 27. 1969. the Board of Directors unanimously urged you to 
reject the tender offer, conditioned upon an “irrevocable proxy, by Chris-Craft Industries, 
Inc.jJ'our Management firmly believes this ofTcr is inadequate and not in the best interests of 
Piper shareholders. j 

The annual meeting of shareholders of Piper will be held Tuesday. February 4, 1969 to 
elect directors and approve the selection of independent auditors. All shareholders as of the 
record date. January 3. 1969. arc entitled to vote at this meeting. Since the directors arc to 
be elected on a cumulative voting basis it is important to have as high a representation as 
possible at the meeting. 


. Chris-Craft has announced that it has purchased 200.500 shares of Piper previous to 
its tender ofTer “with a view to control of Piper”. In addition. Chris-Craft has stated that 
if its ofTcr is successful it would then plan to combine Chris-Craft and Piper. Since Chris- 
Cratt’s offer, which expires on February 3, 1969, asks for an “irrevocable proxy for the 
annual meeting to be held the following day. Chris-Craft would then be in a position to 
elect its own representatives to your Board of Directors. If Chris-Craft then continual its plan 
to combine Chris-Craft ami Piper. Chris-Craft in effort icnnhl he dealiwj trilh itself or its 
otm representative*. Certainly the fiduciary duty of Piper's Board of Directors is to the Piper 
shareholders. On the other hand, the fiduciary duty of Chris-Cratts directors or icp.csemu- 
—lives would be to Chris-Craft’s shareholders— not to yon. 


Your Board of Directors and Management firmly believe flint Chris-Craft’s offer is the 
first step in a plan fo gain control of Piper and then merge Piper into chris-Craft Industries 
rather Ilian dealing on an arm's-length bargaining basis. 

In your own best interests, we urge you to support youv present independent Board of 
Directors. Regardless of the number oi shares you may own please sign, date and mail your 
proxy today. 

1 } , , 

] ■ , We will continue to keep you informed. 

■b * * • * 

‘ Sincerely, 



W. T. Piper. Jr. 
President 
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24A. [Proposed by Piper] On January 28, 1969 
Chris-Craft sent the following letter to the share- * 
holders of record of those Piper shares which Chris- 
Craft had purchased over the NYSE prior to January 28, 



1969: 
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/A'&vs-rA’/fs. //vc 


OQO M AO I GO N AVCNUC/ NCW YORK, N, Y. 10022 / (212) 421*0200 


'. LrONAriD.GOHDON 

ICC PntkIDIMr • 

kmmmaj. Council * 


J• ' .January 28, 1969 


t * * * 


* ‘ » .*• * • .* •• 




• • . . i. 


**| * '•'•V . 

• > •* •• • 


Gentlemen: 


V>’cj have purchased and arc the owners of certain shares of Common stock of 
Pi,pcr Aircraft Corporation. The messenger who is dollverlng this letter 
to you will display to you xerox copies of those shares. You are the 
record owner of those shores. .The shares were purchased too late for us " 
to be of record January 3, 1959, tho record date for:the meeting of share¬ 
holders of Piper called for February 4,'1969. As the owners, of course, 
wo, rather than the sol lor of such shares, should be entitled to vote them 
at said meeting of shareholders. . .. . . . % 

• <>*•;*V. 

Yqur attention Is called to Section 609-d of the New York Business 
Corporation Law which provides that: • • » ’ •• .Vv. 

. . ; • . • . • 

. st • ,, ...’tho record holder of shares which.. .belong to 

another, shall issue to.’..such owner of such 
shares upon demand therefor and payment of • • ’■ 

necessary expenses thereof, a proxy to vote or 
. * tako other action thereon". 

Ko hereby demand a proxy for these shares which we have purchased and own, 
and make offer to pay all expenses you may incur in connection With 
obtaining such vote. A form of our proxy Is enclosed herewith. This 
letter is not seeking any proxy for shares which we do not own. 


CLG/cg 


Very truly yours, 

CHRIS-CRAFT INDUSTRIES, INC./ 

/7y - f//, 

L* C.. Leonard Gordon 
Vico President 

and ’ . 

Gonoral Counsel 
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/ The undersigned l.crf l,y Jrrcvoc.M.ly nppolnt si !™orJ. SxiCM., J««« J; SlwMiraSrX*'- 


.thc isnJcfn-MC.I is entitled to vote at any Mien mccmi;: am. .n • lhcir ,. 0 ] c oiicrclion 

•• *««»» s£ xr? S3 x«, -i'~* - 

than acting without the others, arc licreby authorued to deliver to such Secretary. 

« • ;. . . ’ ’ SIGN HERE AND ABOVE . . 

• • . ?, « * • 

•. • . •. •...«. ,»••.• • • • 

• / , »'* •• ,x*......••••••••••••• 

• . . . .^ v .~rTr • 

• , • . :.••••"• •.. . ..... . . 

• • f If, SicnalureC*) ol reentered holder(*>. 


Insert num ber of shares 
tendered: I . I 


• • • 

• ■ . *' - ’* Must be signed by registered holder (s) exactly as name 

. * • ’• • , i’ appears in ccrtificatc(s). See instructions. 

• . •M • •• 

• I 1 . Hated ...««•••••••••••••••••••» 15^9 

*i • • • ' : . .• 


• • » • 


. • ’ S • 

• •• /• 

• j ; • . 


.y.; 1 

V • • , •. 




• • .. 

• • J 







Revised 12/15/70 


250 A 


• 28/ During the*eight-month period preceding its . 
January 27 and January 28, 1969 letters,the sales of Piper stock 
by Piper officers and employees shown on Schedule A took place: 

[see attached schedule] 

The fact of these sales was not stated in the January 27 or 
January 28 , 1969 letters £0 Piper shareholders. 
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SCHEDULE A 


SALES OF PIPER STOCK DURING 
THE SUMMER OF 1968 


Name 

Date of Sale 

Number Sold 

Price 

J. Cattoni 

June 5> 1968 

750 

$68 

Controller 





June 15, 1968 

300 

$65 

Henry Ebeling 

May 31, 1968 

50’ 

$6H-3/ I l 

Assistant 




Controller 

June 20, 1968 

500 

$69 

Walter C. Jamoneau 

June 7, 1968 

30 

$71-3/8 

Director, 




Secretary and 

June 7, 1968 

100 

$71-5/8 

Chief Engineer 





June 17, 1968 

200 

$69-5/8 


June 2H, 1968 

1J00 

$68-1/8 

Charles W. Pool 

June 13, 1968 

100 

$70 

Director, 




Treasurer 

July 8, 1968 

1,000 

$63-1/2 
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28A. [Proposed by Piper] The aforesaid 
sales by Mr. Jamouneau and Mr. Pool of their Piper stock 
were reported in Forms 4 filed by them with the SEC in 
July and August, 1968. Mr. Cattoni and Mr. Ebeling were 
not directors of Piper nor, according to Piper's By-Laws, 
officers thereof and did not file Forms 4. 


\ 


\ 
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■itUulfrU 


... ■..•■ wsw-wv-rr- •- > • 

• • * • * ,**.'• • ** *• -. f »v*. * 

21per ' 3 sales had declined from ♦24.1 million 
, to $21.4 million In the first quarter of fiscal 1969 (ending 
December 31. 1968) compared to sales In the of • 

fiscal 1968 and Piper's earnings had declined from'$ 1.3 millio. 
to $.98 million compared to the equivalent quarter of 1968. 
These declines In sales and earnings were not stated In the 

»• »» >•«.» r 

ese declines in sales and earnings were announced to .. 

iper's shareholders in a Pina« • • 

2q 10<50 lpCr pre8S release dated January ’ ‘ 

Craft s tender offer was still open,' 
which release was lssuari ... * 

3SUed t0 the P««. and not mailed to ’ 
Piper's shareholders. ’-'VVii'V-V- —<4 ’ C 
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29B. [Proposed by Pipe^-«-eoa£as±££] ^ r 
"Pijx»c-hr-iii gR^i^ip^egi, it&’Tale~s~' aiTJ LjnrTrtrrrrg--^ ^.- ei *-~ n i 

year ■- la s^tmatntrsep tTcm^r^ 'O’ 9 

[Uncontested] Piper reported that its sales 

and earnings in fiscal 1969 were up by $10 million in 

% 

sales and $1 million in earnings. The comparative 

•« 

figures were: 


Sales 

Earnings 


1969 

$106,569,202 

4,801,317 


1968 

596,723,812 

3,863,416 


Trial lu^t-imoTTY-orf-Vh-~T^^ 
•Char-l«s--w-.-HPoo-l- 4 ~- 
Plfter- l> e~4£6 ^^•^UTTDJa'i'^gport. 
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30. The minutes of a meeting of the Piper ‘ 

Board of Directors on August 6, 1968, include the followings > 

"The Treasurer said that he is opposed to . . 
producing the Pocono for a number of reasons. * The A' 
company does not have capabilities at this time ■- v 
to manage this type of operation. Furthermore, 

1970 is not a feasible date for introduction, as • 
it has taken two and one half years to develop 
the Pressurized Navajo, and the Pocono presents 
a very substantial problem in coordination. 

This is an inappropriate time to seek additional 
funds with two bad years behind us, thereby 
making it difficult to explan to investors the 
shrinkage in business and profits. An additional 
reason is that single engine markets of the 
Corporation are deteriorating while over 50% of 
the development time at Vero Beach and top 
priority is assigned the Pocono. We cannot 
afford to abandon our current markets while trying 
for new ones. Manufacturing at Lock Haven is 
in a confused state and is unable to meet 
schedules. Engineering has not met schedules 
for years. The Corporation is currently unable 
to handle volume of one hundred million dollars 
annually and significant changes and improvements 
in both management and systems must take place 
before we are capable of handling greater volumes. 

The morale of employees at Lock Haven is at a 
low point and is deteriorating further." 

These opinions of Piper's Treasurer were not stated in the 

January 27 or January 28, 1969 letters to Piper shareholders. 

The minutes of the August 6, 1968 meeting were made available 

to Mr. Gordon of Chris-Craft in April 1969 after he became a 

director of Piper and made a demand therefor. 
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31(A). (Proposed by First Boston) At the time 
the January 27, 1969 letter was sent to shareholders 
First Boston had not been told 

(a) of the sales of Piper stock referred 
to in Finding 28, 

(b) that Piper's earnings for the first 
quarter ended December 31, 1968 had declined 
compared to the quarter ended December 31, 1967. 

(c) that Piper's sales had declined from 

$24.1 million to $21.4 million in the first quarter 

* 

of fiscal 1969 compared to the first quarter of 
fiscal 1968. 

(d) of the opinions expressed by the 
Treasurer to the Piper Board of Directors on 
August 6, 1968 referred to in Finding 30. 

31(B). [Proposed by First Boston) On January 24th- 
Mr. Bayard had asked Mr. Pool about first quarter performance 
Pool had told him that no preliminary figures were available; 
that there was some softening in aircraft sales but that 
he did not have a handle on it; that he did not have a 
handle on earnings for the quarter; and that the company was 
looking for earnings for the current fiscal year in the 
area of $3.00 to $3.10 for the year ending September 30, 2969 
(Earnings for the year that had ended in September 196 8 were 
$2.92 per share.) None of these unconfirmed figures was 
included in the letter. 
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• 31C. (liPJ 

Bangor Punts did not see that portion of the " : ''M 
Arthur Young A Co. uork papers ..Wed i„ Finding 31 , and- 
did not learn of the determination hr Arthur Young £ Co. 
if sny. quoted 1„ Finding 3i *ft£I after KoreS* 1S69. ’ 
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35. [Proposed by Chris-Craft] On January 25, 1969 
representatives of Piper met with the president of Grumman 
Aircraft Engineering Corporation ("Grumman"), and others, 
at which meeting consideration was given to a proposed 
transaction by which Grumman would buy 300,000 shares of Piper 
authorized but unissued stock at $65 per share. 

Mr. Miller of First Boston attended said 
meeting at the Invitation of Piper and Messrs. Brady and 
Wadsworth of Dillon Reed attended at the invitation of Grumman. 
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35(A). [Proposed by First Boston] The January 
25th meeting was arranged by Howard Piper and Thomas Evans, 
the President of Grumman. First Boston had not suggested 
Grumman as a merger partner, and had not arranged the 
meeting. It learned that an approach to Grumman had been 
made when W. T. Piper, Jr. called Mr. Miller, told him of 
the meeting, and asked him to attend. Mr. Miller agreed 


to do so. 
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36. [Proposed by Chrls-Craft] On January 28, 

1969 Piper and Grumman entered into an agreement (signed by 
W. T. Piper, Jr. on behalf of Piper) containing the following 
provisions: 


"l* Sale of Stock . Grumman will purchase 
300,000 authorized and unissued shares of 
Common Stock of Piper (hereinafter referred to 
as the 'Piper Shares') for a purchase price 
of $65*00 per share. 

2. Closing . The Closing of the trans¬ 
action herein provided for shall take place 
at 10:00 A.M. New York City time on the third 
business day following the approval for 
listing on the New York Stock Exchange of the 
Piper Shares but in no event later than 
February 28, 1969 v The Closing shall take 
place at the offices of Messrs. Mudge Rose 
Guthrie & Alexander, 20 Broad Street, New 
York, New York. At the Closing Grumman shall 
deliver to Piper against delivery of a 
certificate for 300,000 shares of Common Stock 
of Piper a certified or official bank check 
in New York Clearing Rouse funds in the amount 
of $19,500,000. Grumman agrees to deliver 
to Piper at the Closing an Investment letter 
to the effect that Grumman is purchasing the 
Piper Shares for investment and not with a 
view to the public distribution thereof. 

3* Listing . Piper agrees promptly to 
apply to the New York Stock Exchange for the 
listing of the Piper Shares and it shall be 
a condition of Grumman's obligation to pur¬ 
chase such shares that they be approved for 
listing on notice of issuance prior to 
Closing. 


Merrrer . It is the intention of Grumman 
and Piper to explore the desirability of a 
merger of their two corporations. During the 
.period of 180 days after the date hereof 
Grumman ana Piper may each make or cause to 
be made such investigations of th* properties 
and bu. jiu.ec cf each other an 1 cf their 
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subsidiaries and their financial and leg^L 
conditions as each shall deem necessary or 
desirable, subject, however, to all 
applicable United States security regulations. 

5. Grumman's Right of Sale . Grumman 
shall have the right; during the period of 30 
days hereof or following the expiration of 
the 180 days from the date hereof or 
following any termination hereof, to require 
Piper to find another purchaser for or to 
repurchase the Piper Shares at a price of 
$05-00 per share payable by certified or 
official bank check ir. New York Clearing 
House funds at a closing date to be 
specified in Grumman's notice to Piper that 
it is exercising this right. In order to 
insure Piper's ability to repurchase such 
shares, it is agreed that the purchase price 
of the Piper Shares paid by Grumman to Piper 
hereunder shall be invested in short-term 
government or bank obligations, short-term 
commercial paper or securities traded on the 
New York Stock Exchange, all of which shall 
be kept separate from Piper's other assets m 

and shall not be subject to any lien, pledger- 
or charge of any kind without the consent 
of Grumman. In the event of any reclassification 
of or stock dividend on the Piper Shares prior 
to sale thereof under this paragraph 5, the 
price per share.payable on such sale will be 
appropriately adjusted. 

1 1 « 

8. Conditions to Grumman's Obligations . 
Grumman's obligation to purchase the Piper 
Shares shall be subject to the following 
conditions in addition to the other terms 
and provisions hereof: 

(a) Piper shall deliver to Grumman 
undertakings in writing from the persons 
listed in Schedule I hereto agreeing 
tr.at, until 2 date nine months from the 
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V 

date hereof or until Grumman disposes 
of the Piper Shares, whichever first 
occurs, such persons will not sell or 
otherwise dispose of any shares of Piper 
Common Stock without the consent of 
Grumman, except that such shares may be 
transferred without such consent from 
any person listed in Schedule I to 
another person listed in Schedule I. 

(1)) The present management of Piper 
shall remain in control of Piper. For 
this purpose they shall be deemed to 
remain in control so long as the present 
principal operating officers of Piper 
remain active in the management and at 
least five of the management nominees for 
election as directors at the Piper annual 
meeting to be held on February , 1969 
shall remain in office. 

« « « 

9. Payment to Grumman . Upon the 
exercise by Grumman of its rignt to require 
Piper to repurchase the Piper Shares or upon 
the expiration of such right or the date of 
any earlier sale by Grumman of the Piper 
Shares, Piper will pay to Grumman interest 
at the rate of 3 — 1 / 2 % per annum on the 
$19,500,000 for the period from the Closing 
to the date of such exercise, expiration or 
sale. 


» * • 

11* Termination . This Agreement may be 
terminated at any time by the mutual consent 
of Piper and Grumman. It may also be terminated 
by Grumman on 10 days 1 notice jf less than a 
majority of the Piper Board of Directors shall 
consist of the management nominees for election 
as directors at the 1969 Piper annual meeting 
or successors elected by a majority consisting 
°* such management nominees. 
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If the foregoing is acceptable to you, 
please confirm such acceptance by signing 
and returning to us the copy of this letter 
which is handed you for the purpose, 
whereupon, subject to the approval hereof 
by the respective Boards of Directors of 
Grumman and Piper, this letter shall become 
a binding agreement between us. 

* « 

SCHEDULE I 


William T. Piper, Sr. 

Mrs. Clara S. Piper 

The Piper Investment Company 

Castanea Realty Company, Inc. 

The Piper Foundation 
William T. Piper, Jr. 

Margaret Bush Piper 
Mary P. Bolles 
Mary Piper Bolles, Trustee 
for John Thomas 
‘Thomas F. Piper 
Thomas F. Piper, Jr. 

John R. Piper 
William H. Piper 
Howard Piper 
Helen W. Piper 
Howard Piper, Jr. 

Howard Piper, Custodian for 
Howard Piper, Jr. 

First Natl Bank, for Howard 
Piper, Jr. 

Elizabeth P. Harford 
Elizabeth P. Harford, Custodian 
for Jane Harford 
First Natl Bank, for Jane 
Harford 


73,000 

9,207 

37.500 

67.500 
7,005 

38,203 

1,560 

22,959 

1,500 

34,120 

13,000 

4,344 

4,344 

35,717 

7,780 

2,581 

2,025 

4,631 

33,870 

60 

1.9SH 


TOTAL SHARES llQS.890" 
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36A. [Proposed by Piper] The undertakings 
from the persdns listed in Schedule I referred to iri 
paragraph 8(a) of the Grumman agreement quoted in 
Finding 36 were never sought nor obtained. 
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37. [Proposed by Chrls*-Craft] On January 29, 
1969, while Chris-Craft's tender offer was pending. Piper 
issued a press release stating: 


[see attached] 
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The sales agreement la subject to various conditions, including that the 
shares be listed on the New York Stock Exchange, that there be no material 
adverse change In the business of Piper, and that there be no change in control of 

Piper.- : si ■■ ^ V •• 
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38. [Proposed by Chrls-Craft] Piper sent 
through the mails to Its shareholders a letter dated January 
29, 1969, signed by W. T, Piper, Jr., reading as follows: 


"A news release issued on Wednesday, 
January 29, 1969, announced that Grumman 
Aircraft Engineering Corporation has agreed 
to purchase 300,000 shares of Piper's 
authorized but unissued common stock at 
$65 per share, subject to the approval of 
the directors of both companies. 

"The text of the release is as follows". 


The letter then quoted the text of the press 
release set forth in Finding 37 and concluded with the 
following: 


"Since the February 4th annual meeting 
is only a few days away, we urge you to sign, 
date and mall the enclosed proxy now." 
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38(A). (Proposed by First Boston) No repre¬ 
sentative of First Boston was present when the press 
release and the letter to shareholders referred to in 
Findings 37 and 38 were drafted. 

38(B). (Proposed by First Boston) First 
Boston was not asked to approve the press release and 
letter to shareholders referred to in Findings 37 and 
38. 


r 
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38 (C)( 1 ) [Proposed by Chris-Craft - 

Mr. Bayard testified on deposition (pp. 85-86) an follows 

concerning the letter and press release referred to in 
Findings 37 and 38: 


B5.US.. 

I saw it after its : Ca r;: uhether or not 

■ its r& lecse to the papers." 


Bayard 85-86 
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39. [Proposed by Chris-Craft] The announcement 
of the Piper-Grumman agreement was reported in newspapers 
throughout the country, including the Wall Street Journal 
and the New York Times of January 30, 1969 . Copies of 
the Wall Street Journal and New York Times articles are 


attached. 
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39B. [Proposed by Piper] Between January 24 
and February 3, 1969, while its cash tender offer was 
outstanding, Chris-Craft purchased 38,800 Piper shares 
over the NYSE at prices below $65 per share. During 
that period, 97,500 Piper shares were traded on the»NYSE. 
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40. [Proposed by Chris-Craftj The January 29, 
1969 announcement did not state that (a) Grumman had the 
right under the agreement during the period of 30 days 
following the expiration of 180 days from the date of the 
agreement to require Piper to find another purchaser for or 
to repurchase the 300,000 Piper shares at $ 65 -per share or 
(b) the agreement provided that "In order to insure Piper’s 
ability to repurchase such shares” the purchase price paid 
by Grumman shall be Invested in short-term government or 
bank obligations, short-term commercial paper or securities 
traded on the NYSE, all of which shall be kept separate from 
Piper’s other assets. 
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. ^ 0A * [Proposed by Piper] The January 29, 1969 

announcement also did not state that if Grumman desired to 
sell the shares otherwise than in an underwritten secondary 
distribution, it had to give Piper a'right of first refusal, 
or if Grumman desired to sell the shares in an underwritten * 
secondary distribution. Piper had the right to purchase the 
shares at a price determined by the mean high and low price 
on the NYSL, or that if Piper repurchased the shares within 
210 days from the date of the agreement, it had to*do so at 
$65 per share, or.that Piper's right to repurchase was not 
effective if the shares were to be disposed of by Grumman in 
a merger to which Piper was a party. 

The agreement also pi’ovided, and the announcement 
did not state, that Grumman had the right at any time within 
three months after 180 days from the date of the agreement to 

ri 

require Piper to use its best efforts to register the shares 
under the 1933 Act and to qualify them under applicable state 
laws. The agreement further provided, and the announcement \ 
did not state, that if Gru.%.ar. exercised its right to require 
Piper to repurchase the shares or if that right expired uh- 
exercisod or if Grumman sold the shares before either event, 
then Piper will pay Grumman interest on the $19,500,CC0 to be 
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paid, by Grumman to Piper at 3-1/2* per annum from the cate 

of the closing to the date of the exercise, expiration or 
sale. 


xhe agreement further provided, and the announce¬ 
ment did not state, that Piper had a right to. repurchase the 
shares at any time at $65 per share in the event there was a 
change in the control of Grumman, such change-in costrol being 
defined as Grumman becoming a subsidiary of, or being merged 
lnoo or selling its assets to, another corporation, or if at 
least a majority ofGrumman's then present directors cease to 
remain directors of Grumman. 
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43A. [Proposed by Piper] The minutes of a 
meeting of the Chris-Craft Doard of Directors on January 
31, 1969, state the following: 

fho ’’ T !} e Chairman reported the progress of 
the tender offer to purchase 300,000 shares of 
P J; pG 5 All j craft Corporation ('Piper') Common 
Stock and stated that inasmuch as the Company's 
decisxcn t ° ?Q forward with the tender offeror 
to exercise its right to withdraw due to the 
proposes material increase in the aggregate 

result from U Jh tandin K St ° ck of Piper wh ^ ch woul( * 
the P urchase by Grumman Aircraft * 

Engineering Corporation ('Grumman') heretofore 

of sha?ef ^nn 1Pe S' W ° Uld depend upon the number 
of shares tendered pursuant to the offer which 

number could not be determined until the ex- 

3 lr i969 n °h th ° ° ffer at 5:00 p ‘ m * on February 
taken a 4 . J comm ^ded that no action be 
of i J ime but that a s P e cial meeting 

Board be called to be held at 21 West 

M^ S 5 reet 4 , NeW York ' New York at 8:00 p.m. 

on Monday, February 3, 1969. After a general 

cond^ Si ?? and U ?° n motion dul y made and se¬ 
conded, the meeting was adjourned." 

The minutes of Chris-Craft■. Board of Directors' meeting 
on February 3, 1969 state as follows: 

ho . '' T1 . ie Chairman reported to the Board that 

Gordon tu COntact with Director, C. Leonard 
hi Sis a£ thTo?f S° attend the meeting as 
of New York fl n^ flCe ° f ° Ur de P° sita ry, the Bank 
conn? of eh' d ^ as . en gaged in witnessing the 
PPi£n?M £' S ° f Piper Air craft Corporation 
hh?i P ? r Common Stock tendered pursuant to 
1.3 Company s offer to purchase 300,000 shares 
for a purchase price of $65 per share H? 

£ 

number would not comply with all of the condi- 
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tiono of the offer and therefore, this Company 

rSkit 

that if the Company purchased all of the snar 

tendered, it would own approximately /3 of 

the issued and outstanding Common StocK or 
Piper He was of the further opinion that such 
ownership would assure this Company representa 
t ion on the Board of Directors of Piper. After 
fill discussion and upon motion duly m^de and 
seconded, it was unanimously 

"RESOLVED, that this Company purchase all 
of the shares of Common Stock of Pipe J;. 
rnrnoration ('Piper') tendered pursuant to the 
offe? to purchase up to 300,000 shares of the 
■ Common stock of Piper .object to the terms and 

£rS.“«SS5 2S2S.-S SS^ 

mately 305,000 shares;''. 




2 
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M., [Proposed by Chris-Craft] Prior to the 
termination of and in connection with the Grumman agreement, 
defendant Bayard dictated to his secretary the following 
document entitled "Stockholder Approval-Exchange Policy" out 

A 

of the N.Y.S.E. Company Manual: 

[attached] 


[Chris-Craft Exhibit 124] 



' -f* 
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Stockholder Approval - Exchange Policy 


Stockholder approval is a prerequisite to listing 
securities to he issued for or in connection v;ith an acquisi¬ 
tion*-, direct or indirect, of a business, a company, tangible 
. or intangible assets or property or securities representing 
any such interests; 

X. From a director, officer or substantial security 
holder of the company (including its subsidiaries 
and affiliates) or from any company or party in 
vhich one of such persons has a direct or in¬ 
direct interest; 

• 2. Where the present or potential issuance of common 
stock or securities convertible into common stock 
could result in an increase in outstanding** 
common shares approximating 20$ or mere; or 

3. Where the present or potential issuance of common 
stock and any other consideration has a combined 
fair value approximating 20$ or more of the mar¬ 
ket value of the outstanding** common shares. 

• • • 

' - ‘ 


• *A series of closely related transactions may be regarded as 
one transaction for the purpose of this policy.' 

**Only those shares actually issued and outstanding (excluding 
treasury shares or shares held by a subsidiary) are to be 
used in making this calculation Unissued shares reserved 
tor issuance upon conversion of securities, exorcise of 
options or warrants for any other purpose will not be regarded 
as outstanding. 


-/.t.vftrc rxr ^ . 

vsFt:.jv;r:z.\i-- 

fELOMA a 
« C;ior.ii!A:.u itrr.v.M 





i 
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45. [Proposed by Chris-Craft] Handwritten rioter, 
of Mr. Bayard, made in connection with the Grumman trans¬ 
action contained the following: 

* 

"6) Can't issue 203 keyed to market 
value or more of stock (other than fcr cash) 
for assets — NYSE req. If you do. 

"7) 2 weeks to list new shares — Don 
seeing stock list people tomorrow (10 A.M.) re 
Grumman shares." 

[Chris-Craft Exhibit 24] 

Other handwritten notes of Mr. Bayard, made in 
connection with the Grumman transaction contain the following: 

V 

"1. Hov: soon can Grumman act on decision on Fiper. 

* * * 

"3. What are limitations on share issuance 

without vote of shareholders. - NYSE 203" 

[Chris-Craft Exhibit 26] 
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it6- [Proposed by Chris-Craft} On March 19, 1969 
Piper and Grumman terminated the January 28, 1969 agreement 
after the NYSE had advised Piper and Grumman that they would 
not list the 300,000 Piper shares. 



4 
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WA. [Proposed by Piper] On February ' 1|, 1569 
Chrls-Craft stated to.Dow Jones that its offer for Piper 
Aircraft common stock was concluded successfully with the 
tender of more than the 300,000 shares requested, that all 
stock tendered was accepted and that Chrls-Craft then owned 
approximately 590,000 shares of Piper.. The Wall Street 
Journal reported on February 5 . 1969 that Chris -Craft's 

tender offer was "more than successful." Chrls-Craft acquired 
304,606 shares on its tender offer. 
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47A. [Proposed by Piper] On Sunday, February 
2, 1969, Chris-Craft's contrQller advised the PNB to 
have the $15 million loan available ir. New York on the 
morning of February 3rd. Chris-C™^ *s tender offer 
did not expire until 5:00 P.M. t ry 3rd * 


Uev. 1/18/71 
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4 713. [Proposed by Piper] The Chris-Craft 

Board of Directors adopted a resolution authorizing 
Chris-Craft's officers to borrow money and obtain credit 
from the Philadelphia National Bank at the Chris-Craft 
Board meeting on the evening of February 3, 1969. No 

other resolution authorizing Chris-Craft to borrow money 

•» 

or obtain credit from any other source to purchase 
Piper stock was ever sought or adopted. 
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r 47(C). (Proposed by First Boston) Both before 

and after the close of Chris-Craffe cas*h tender offer, 
there v;ere shares of Piper available at less than $65 a 
share on the open market which Chris-Craft did not purchase. 






286 A 


Revised 12/15/70 


W. [Proposed by Chrls-CraftJ At the Piper annual 
meeting on February K, 1969 , Chrls-Craft voted approximately 
515,000 shares of Piper, pursuant to cumulative voting, to 
elect representatives to Piper's Board of Directors. Piper 
eontested Chrls-Craft's right to vote such shares and 
Chrls-Craft contested Piper management's right to vote shares. 
Each instituted a series of challenges before'the Judges of 
Election in an attempt to prevent the other's shares from 
being counted. Piper and two of Its directors instituted 
an action alleging unlawful proxy solicitation against 
Chrls-Craft, Messrs. Siegel, Rochlls, Gordon and Barnett 
and the Judges of Election to enjoin the Judges of Election, 

V o had been designated by the Piper Board of Directors, 
from counting all proxies presented by Chrls-Craft at Piper's 
1969 shareholders meeting, enjoining Chrls-Craft, Rochlls 
and Gordon to withdraw the votes cast by them at them at 
Piper's 1969 annual meeting and enjoining the Chrls-Craft 
nominees from attending meetings of the Piper Board or from ' 
otherwise acting as directors of Piper. 
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48A * (Proposed by Piper] On March 11, 1969 
Piper sent to all Piper shareholders the following let 
ter over the signature of defendant W. T. Piper, Jr.: 


•» 
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Pipei Aircra! t Corporation 

Lock Haven, Pennsylvania 17715 


March 11, 1969 


Dear Shareholder: 

% 

pI hC AnnUal Mec,in S of Shareholders of Piper Aircraft 
on February 4, 1969, was recessed I0 enable COnv£ned 

balloting for directors. In accordance with „ ° s of Election to tabulate the results of 

cumbent directors of your Compan^were nominated for"^ ,*"? ,h ‘ «Z 

persons not supported by management were nominated CCt,on - In additi °«. four other 
Industries. Inc. As provided by the By-Laws of ^ ^ by rcprcscmativ « of Chris-Craft 

through cumulative voting. y0Ur CoiTI P an y. directors are to be elected 

side to the voting of certahf pllxkTihc result! of ^ objections presented by each 

mmed and the meeting continues to be in recess tI^ T S ^ ™ * S >' Ct bcen dct - 
sentativcs of The Corporation Trust Comoanv win Ud2CS ° f £lectl0n » wh o are repre- 
on the outcome of the voting as soon as practicable pr * pareand . submit tb eir written report 
that your Company, joined by myself and a member of ,h “ ,mportant for *>11 to know 
has filed suit in the federal district court in PennTvhL^ J^ ana Sement proxy committee, 
qu KI .om as ,o the validity of the proxies sough, jo be voted by Ch^S" 0 " ° f Mrious 

duties and submitted their final «pOTb°° n ** th ' J “ ds “ of Elec,ion hav « completed tbeir 

• * * • • * • 

. Sincerely, 


Piper Aircraft Corporation 

W. T. Piper, Jr. 
President 
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• 49# [Proposed by Chris-Craft3 0° March 25> 19^9» 
the judges of election permitted Chris-Craft to vote 365,000 

1 

shares and declared C. Leonard Gordon and James J. Rochlis, 

Chris-Craft’s representatives, to have’been elected directors 

of Piper. At a meeting of the newly-elected Piper Board of 

• 

Directors subsequently on the same late a new Executive 
Committee was appointed by vote of six to two consisting 
of the five officer-directors of Piper and not including the 
two Chris-Craft directors who opposed the appointment of such 
an Executive Committee. 




\ 
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49a. [Proposed by Piper] The minutes of 
Chris-Craft's'Board of Directors meeting dated February 
1 , 1969 reflect the following: 

"A discussion was held on the desir¬ 
ability of an exchange offer to the holders 
of the Common Stock of Piper Aircraft Corpora¬ 
tion for additional shares of such stock in 
exchange for a series of Preferred Stock and 
Warrants of this Corporation. After a**full 
discussion, it was determined that the action 
of Vice President, C. Leonard Gordon in com¬ 
mencing the preparation of appropriate docu¬ 
ments for such an exchange offer be approved 
but it was the consensus that no definitive 
action be taken at this time." 



49B. (Proposed by Piper] On February 14, 
1969, Chris-Ctaft's Board of Directors approved the 
making of an exchange offer to Piper shareholders and 
provided: 

"that the Chairman of the Board and President 
of the Corporation be, and he hereby is, 
authorized to determine at any time hereafter 
that the Exchange Offer is not advisable and in 
the best interests of the Corporation and to 


decide on behalf of the Corporation net to pro¬ 
ceed with the Exchange Offer or to accept for 
exchange more than 300,000 shares of Piper 
Common Stock", 
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50. [Proposed by Chris-Craft] On February 27, 
1969 Chris-Craft filed a Form S-l registration statement and 
preliminary prospectus with the SEC for an exhange offer 
to Piper shareholders (the "Chris-Craft exchange offer") 
to exchange certain of Chris-Craft's securities for a 
minimum of 80,000 and up to 300,000 Piper shares, with 
the right at Chris—Craft's option to accept all or any part 
of the additional shares tendered. 


V 
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' 5 I. [Proposed by Chrlc-Craft] Between February 
20, 1969 end Kerch It, 1969, Castanea Realty Company, ar.c., 
a corporation in which W. T. Piper, Jr. owned 25S <=-" the 
stock, and with his brothers Howard Piper and Thomas Piper 
held the* remaining 752 as trustees for grandchildren o: 
y. T. Piper, purchased.16,525 shares of Piper stock or. the 
jIYSE. No Schedule 13D was ever filed with respect to these 
pruchases. They were first reported In the tll‘. i or Forms 
with the SEC by «. T. Piper, Jr. on April 25, 5569- 
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52. [Proposed by Chrls-Craft] On March 22, 1969 
Piper entered into the following written agreements signed 
on behalf of Piper by William T. Piper, Jr.: 

(a) An agreement with United States Concrete 
Pipe Company ("U.S. Concrete") and Pittsburgh Coke 
& Chemical Company ("Pittsburgh Coke") which 
provided for the acquisition by Piper of all 

of the outstanding shares of their subsidiary. 
United States Concrete Pipe Company of Florida 
("U.S. Concrete Florida"), in exchange for 
320,000 shares of Authorized but unissued shares 
of Piper common stock; 

\ 

(b) An agreement with certain shareholders 
of SouthPly, Inc. ("SouthPly") which provided for 
the acquisition-.by Piper of 99- 466E of the out¬ 
standing shares of SouthPly in exchange for 
1^9>199 shares of authorized but unissued Piper 



stock. 





52A. [Proposed by Piper] The agreements 
described in Finding 52 were approved by Piper's Board 
of Directors on March 22, 1969 after First Boston had 
given Piper written opinions that the terms of the pro' 
posed purchases were fair and equitable to the Piper 
shareholders. 




\ f 
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53. [Proposed by Chris-Craft] Piper reported 
in Its form 8-K for the month of March 1969 that the two 
persons holding 80S of the outstanding stock of SouthPly 
were, respectively, the nominee and 79^-held subsidiary 
of Hillman Coal & Coke Company and that approximately 90% 
of Hillman Coal & Coke Company was owned by Hillman Land 
Company, a corporation controlled by Henry L. Hillman and 
substantially all the balance was owned by members of 
Mr. Hillman's family. Mr. Hillman was also the Chairman of 
the Boara and President of Pittsburgh Coke & Chemical 
Company. 
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54(A). [Proposed by First Boston] First Boston 
did not bring Southply to Piper's attention. In early 

T- 

February, a Mr. Rose of the Pittsburgh National Bank 
called Piper directly and advised it Southply was for 

sale. 

• • 

54(B). [Proposed by First Boston) U.S. Concrete 
came to Piper's attention when a Mr. Hillman, President of 
Pittsburgh Coke & Chemical, a long standing client of First 
Boston, called Mr. Miller without prior solicitation and • 
advised him that Pittsburgh Coke & Chemical would like to 
propose U.S. Concrete as a possible acquisition for Piper 
Aircraft. Mr. Miller communicated this to Mr. Bayard, who 
passed it along to Piper. 

54(C). [Proposed by First Boston) Thereafter, 
representatives of Southply and U.S; Concrete met with 
Piper management. First Boston attended the^meeting, and 
was asked by Piper management to express an opinion whether 
the terms of the U.S. Concrete and Southply proposals were 
fair and equitable to Piper shareholders. Pursuant to 
this request, First Boston sent representatives to visit 
both companies, prepared analyses of the proposals and on 
March 22 rendered an opinion that the terms were fair and 
equitable to Piper shareholders. 
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55. [Proposed by Chris-Craft] The 1*19,199 shares 
which Piper issued for the'stock of SouthPly, at the closing 
price on the NYSE on March 21, 1969 of 69-3/4 equalled 
$10, *106,630.25. SouthPly's net worth as of December 31, 

1968 was minus $10,582, and it had sustained net losses in 
1968 of $58,499, and in 1967 of $529,671. 


» 
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55A [Proposed by First Boston] The sellers 
warranted that if SouthPly’s earnings before taxes for the 
year ended December 31, 1969 were less than $900,000 the 
sellers would pay or cause to be paid to Piper an amount 
not to exceed $5,000,000 as determined by a formula set 
forth in the agreement. 
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56 ' [Proposed by Chris-Craft] Piper's sole 
remedy for breach of the sellers' warranty for SouthPly's 
earnings for the year ended December 31, 1969 was the payment 

of up to $5,000,000 to be determined according to a formula 
contained in the agreement. 
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57, [Proposed by Chris-Craft] The 320,000 shares 
of Piper stock which Piper issued for U.S. Concrete Florida, 
at the closing price on the NYSE on March 21, 1969 of 69-6 
equalled $22,320,000. In its 1968 Annual Report dated 
March 21, 1969, Pittsburgh Coke stated that the value of 
U.S. Concrete of which U.S. Concrete Florida was a subsidiary, 
based on the underlying net assets of the company as shown on 
its books, was $16,535,000. The report also stated that: 


"Due to the sizeable percentages of 
ownership in several of these companies or 
other conditions associated with ownership 
or transfer, attempted disposition of the 
Company's interests therein might well result 
in a realization of less than the values so 
given." 
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58 

[Proposed by Chris-Craft] Under Piper’s 
1101108 <,SPei ' 50at with the N ” S E. application for listing of 
' ,l ( °f securities was to be made "sufficiently 

pr’or to the issuance thereof to permit action in due course 
upon such application." 


4<, 
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59, [Proposed by Chrir.-Craft] On March 2b, 1969 
the 320,000 shares to be Issued for U.S. Concrete Florida 
represented 19,of Piper's then outstanding stock. The • 
1^9,199 shares to be issued to the sellers of South?ly 
represented 9«1£ of Piper's taen outstanding stock. 


The N.Y.S.E. Company Manual, issued by the 
NYSE, stated the following: 


[Quote from Manual] 
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60 ' [Proposed by Chrls-Craft] On the morning of 
March 24, 1969, Piper hied a listing application wl-h the 
UY3E for the 320,000 shares of Piper stock to be Issued In 
exchange for U.S. Concrete Florida and another listing 
application for the 149,199 shares of Piper stock to be Issued 
to the sellers of SouthPly. The approval of Piper's share¬ 
holders for either transaction was not sought.’ After filing 
these listing applications. Piper, on March 24, 1969 , Issued 
320,000 Shares of Piper stock In exchange for U.S. Concrete 
Florida and 14 9 ,1 99 to the sellers of SouthPly. Pi per Itself 
issued certificates to U.S. Concrete and the shareholders cf 

SouthPly. The NYSE never approved the listing applications 
for said shares. 


/ 
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62* [Proposed by Chris—Craft]. On April 3, 1969» 
after Chris-Craft had protested the U.S. Concrete and SoutnPly 
transactions to the NYSE, the NYSE Board of Governors directed 
that trading in Piper's stock be suspended effective April 7, 
1969 and authorized the filing of an application to delist 
with the SEC, and announced that Piper had violated its 
listing agreerr.ent by the issuance of these shares, that 
Exchange policy required stockholder approval of the issuance 
of these shares and that no such approval had been obtained. 






306 A 


62a. (Proposed by Piperl On April 3, I960, 

Tile 

Chris-Craft sent out a notice of meeting and proxy state 

#» 

ment to its shareholders in connection with a special 
meeting of shareholders called for April 28, 1969 to 
vote on changes in Chris-Craft's capitalization. The 
proxy statement stated, at page 3: 

"Chris-Craft presently has no plans 
(except with respect to a possible exchange 
offer for shares of common stock of Piper 
Aircraft Corporation, which offer, if made, 
will be submitted to a vote of shareholders 
at a separate meeting called for that pur¬ 
pose) or pending negotiations for the issue 
of any of its authorized but unissued shares 
of common stock ..." 



nevj.;.t;u IX/ c\)/ |U 
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6 3. [Proposed by Chris-Craft] On or about April 
1*1, 1969 Piper and the sellers rescinded the U.S. Concrete 
and SouthPly transactions and, effective April 21, 1969, the 
NYSE ended its suspension of trading in Piper stock. 
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63A. [Proposed by Piper] The agreements de- 
scribed in Finding 52 were made and rescinded subsequent 
to the completion of Chris-Craft's cash tender offer and 
prior to the effective date of Chris-Craft’s exchange 
offer — May 15, 1969. 
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63D. [Proposed by Piper] • On April 18, 1969, 
• . * • 

Piper sent to all Piper shareholders the following 

letter over the signature of W. T. Piper, Jr.s 


Piper Aircraft Corporation 

Lock Haven, I'ciiiJylvniua 17745 
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Dear Shareholder: 


April 18, 1969 


m >h r h °T- °' i£i ” iiy convcncd « 

balloting on ihc election of directors. ° f E l0n 10 determine the results of the 

cicd« ,hc ,odscjsubmincd «■*<*» 

Waller C. Jamouncau, TP™ T | *" "°»*' d **'■ 

J. J. RoJilis. R. K. Griilin and Norman Greene who end! h-iH ki lpCf ’ J ’ Econarc * Gordon and 
years, surrendered .heir seals on the Board as a 'result o'f cumulate Sg “ ' '° r " Mrly 20 

ing. ’ZZSSLZr*. heW —■ ****** «. 

■ man and a dirccior. The Board of Dircc’to-e .hi- A '" crat ’ a a"oun:cd his retirement as Chair- 

marking this oeeasion. lhCriUp<, “ u ' , “ ro °‘’ sl >' Copied the lollowing resolutions 

Resolved, that whereas William T Piner 9r Hi.i f rt „ ,v ~ 

and has presided over its affairs with r ^j us ^ cn ~?‘ ‘I ! , t Corp0raUon ia thc > ear 1937 
today in General Aviado:., this Board of Directors do? S ’ hereby “ *° u precniirrat ? la « 

of thc Board and a Director Emeritus whose w'sdum ° , hc cby f ,cc . i h ‘ m lts Honorary Chairman 
Directors for so long as he holds those high idle!; and further 11 " 5 S ° USht by thii Board ol 

morelrteS-olie'^is^tMuf^ 0 " * »*•<*• » Wta T. Piper. Sr. for 

omeers and employees of rhis Corporation Z » ati iuTareMders! and fJZT* “ • 

!Sh ‘r :0i '° ra,i0n b dir “" d 10 i^ribe th. foregoing reso- 
Of -his Board of Mrieiors"" ,w <’““«“*»• 10 Wltam T. Pi P er, Sr. a*a mc«£ 

As announced in thc press on h/firr 1 - oo io< v ->• .. 

Conerete Pipe Company of Fl'orida otnfsoihPhr f™ 8 ? 110 W*»Uolad States 

rescinded. Contrary to expectations, the New Yo’’- wi- p ^ acc * uis,tl0ns WCf c subsequently 
that it would not approve the listing applications filed bvPi-£ a ° ^ intCrval had asse ^d 
common stock to be issued to the former o ncr, of «h , ? U ,n C0I1nccti °<* with thc shares of 

Piper Aircraft on .the New York Stock Exchange we c'thcn in common stock of 

Board of Directors acted promptly to rescind it- . ^ I - hCn sus P cnt!c<J effective April 7, 1969. Your 
Stock Exchange have bee’ SStST*'. 1 »*> ~ lb. New Y% 

trading in Piper Aircraft common stock continued on !he p0riod of ““Pension 
Exchange and in thc over-the- counter market" ' “ PhiIad «>PJ> i a*Baltim 0 rcWa»l,;r.s to n Steele 

h is a pleasure to repo;r that Pin->r , 

exceeded $29,000,000 and were the highest for an> Jan'r £ ‘ hC ? Uar,Cr Cndcd Ma *“ 31. 1969 
the first six months of thc current fiscal v-.r thirty-two year history. Sales for 

Earnings figures for these periods arenm w ava^b’^ h! “ m ° rC ' han S?O 0C0 -W0. also a record, 
and six-month results will be released before thc“eni of C ° mpIC ' C rC? ° n °* “ COnd « uar * cr 


w. T. Piper, Jr, 


Sincerely, 


an a 

[Proposed by Chris-Craft] On Hay 7, 1969 
Chris-Craft issued a press release stating, among other 
things, that its proposed exchange offer would provide for 
each share of Piper stock one share of new Chris-Craft $2 
preferred stock, convertible into 2.*J shares of common and 
five year warrants to purchase two shares of Chris-Craft 
common stock at $25 a share. Chris-Craft's press release 
did not place a value on its exchange offer. 
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65 . [Proposed by Chris-Craft] On May 7, ^ 969 , 
after the terms of Chris-Craft's exchange offer had been 
announced, First Boston's Trading Department told Mr. Laeri 
that this offer was worth at best between $70 and $74 per 
Piper share. First Boston prepared the following analysis 
of the value of the Chris-Craft offer: 


"Market Premium 


As shown below, each P share would 
receive securities of C having a cresent 
market value of approximately $ 71 * 14 . 

This amount represents a premium of 
3.155 over the bid price of 69 per 
share for P on May 6 , 1969 . 

1 share of C $2.00 Convertible 

Preferred at 57-88 $ 57.88 

2 warrants at $ 6.63 13-26 

Value of Proposal Per 

Share of P $71.14 

Dividend Income 
*• 

P's present indicated annual cash dividend 
amounts to $1.40 per share. The dividend income 
prior to conversion would increase from $1.40 
per share to $ 2.00 — an increase of 42.9?." 



hevisea 11 / 25 /Yu 
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66 . [Proposed by Chris-Craft] Bangor Punta and 
members of the Piper family entered into an agreement dated 
May 8, 1969, which provided that Bangor Punta would make a 
registered exchange offer (the "Exchange Offer") to the 
Piper family (who held 501,090 shares of Piper stock) of 
(a) 1 share of Bangor Punta common stock, (b) 12-year Series 
C Warrants to purchase 2.2 shares of Bangor Punta common 
exercisable at $55 per share, and (c) $15 principal amount 
of a new 5-1/2? 25-year convertible subordinated debenture 
(convertible at $55 per share) for each share of Piper. •» The 
agreement further provided in Section 2(E): 

"[(a)] Beginning on the date hereof Bangor Punta 

[would] use its best efforts to acquire additional 

shares of Piper stock ("the Additional Shares") 

sufficient, when aaded to the i. .mber of shares 

oP Piper Common Stock owned by Sellers and covered 

*• 

by this Agreement, to constitute Bangor Punta the 
holder of more than 50? cf the outstanding shares 
of Piper stock. [(b)] As a part of sucn best 
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efforts, Bangor Punta [would] take all steps 
neoessary to make a further exchange offer to 
all holders of Piper Common Stock other than 
Sellers under which such holders [would] b £ entitled 
to exchange each share of Piper Common Stock held 
by them for Bangor Punta securities and/or cash 
having a value, in the written opinion of The First 
Boston Corporation, of $80 or more ("the Further v 
Exchange Offer Value"). [(c)] If Bangor PUnta 

succeeded] in acquiring the Additional Shares and..'"'' 
if in the written opinion of Ihe First Boston 
Corporation the value of the Bangor Punta securities 
delivered ... [to the Piper family] (the 
"Exchange Offer Value"), determined as of the 


opening date of such Further Exchange Offer, [was] 
less than $ 80 , then Bangor Punta [would] promptly 
thereafter deliver to . . . [the Piper family] Bango 
Punta securities-and/or cash with a-value in the 


written opinion of 


The First Eoston Corporation 


equal to the difference 
Offer Value.” 


between $80 and the Exchange 
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66A. fBP] (a) On January 24, 1969, Mr. Laeri of 
First Boston called Mr. Salgo. He asked whether Mr. Salgo was 
aware of the efforts by Chris-Craft to acquire Piper. Mr. Laeri 
said that First Boston was acting on behalf of Piper to find an 
alternative to Chris-Craft for Piper, and asked v-hether Bangor 
Punta would be interested. Mr. Salgo said probably Yes, and 
Mr. Laeri said he would include Bangor Punta on the list of 
possible proposals for Piper. Mr. Salgo was advised a few 
days later by Mr. Laeri that Piper was not interested in 
talking to Bangor Punta. 


(k) In 1967, in connection with a proposed merger of 

« 

the BAR and the Maine Central Railroad, the BAR had engaged First 
Boston to advise it as to an appropriate merger ratio and First 


Boston had acivised j.t that m a combined company approximately 
3/5 of the value would be attributable to the BAR. 
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Revised 1/22/71. 


[BP] (a) On February 2 / :, 1969, y x , Gene 
Stic.<ley of lipei., Hr. J. Lloyd of Arthur Young & Co., Piper's 
independent auditors, and Hr. Laeri had a meeting arranged by 
Arthur Young U Co. with Hr*. Wallace of Bangor Punta for the purpose 

of familiarizing Piper with Bangor Punta and its management as 

a prospective-merger candidate Ah i-us 

6 cdnaj.cu.tc. At this meeting, Mr. Wallace 

Stated that before Ban' p, o'' p....... ,, -l . 

43 - nta would even consider attempting 

to effect a merger bctwcp-* ri'm~nv u.. t 

n Ban^o^ Punta and Piper, the Piper 

family would first have to obligate themselves unconditionally . 

to sell their Piper shares to Banger Punta. Between this ' 

meeting a..d the conversations in January between Mr. Laeri and 
there had becsj rn 

1 ro Cw ‘“- C1 between Piper and Bangor 

Punta. 

(c) Other than possibly a telephone conversation 
between Mr. Laeri ana Mr. Salgo, there v.»as no contact between 
Banger Punta and Piper betvrcer. February 24, 1969 and March 20. 

1969. Mr. Salgo*testified on deposit ion that he thought Mr. 

Laori called him t:o advice that there wr.s ns deal with G rur.i.'.n 
to inquire whether Bangor Punta war, still interested. Mr. Cnigc 
• indicated Bangor Punta was still interns ted. 




Revised 1-19-71. 
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66C. [HP] At a meeting between Mr. Laeri, 
Chadbourne and Mr. Wallace on April 18, 1969 which had been 
arranged by Mr. Laeri on April 17th, Mr. Wallace understood, 
based on what he was told ih the conversation with Mr. Laeri 
of April 17 and at: the meeting on April 18, that the Piper 
family had decided to commit themselves to sell all their 
Piper shares to Bangor Punta provided acceptable terms could 
be negotiated. Mr. Wallace was also told that Piper was 
prepared to discuss a possible merger between Piper and Bangor 
Punta. At the meeting, Mr. Laeri proposed that Bangor Punta 
make a cash tender offer at approximately $60 per Piper share 
for approximately 300,000 shares to Che Piper shareholders 
other than the Pipers and that the Pipers agree to sell their 
shares to Bangor Punta, if the tender offer w «3 successful. 

No agreement was reached between the parties at this meeting. 


Tne first meetinr between Bangor Pvvita and members 
of the Piper family was arranged for this following Sunday, 
/-pril 20, 19^69, at the Yale Club in New York City, 




»\V. V • 


- / 4i> / r A. 
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66D. (nr] The meeting at the Yale Club took place 
on April 20, 1969. Present x:erc: (1) Messrs. Wallace and 
Robertson, Hutchins and Flick for Bangor Punta; (2) Messrs. Laeri 
and Bayard for First Boston; (3) Messrs. Dcrnming and Leather 
of Chadbourne; and (4) Messrs. William T. Piper, Jr., Howard 
Piper and Thomas Piper. At the meeting Mr. Wallace expressed 
Bangor Punta's interest in acquiring the Piper family's shares, 
tp be followed by purchases of additional Piper shares including 
a cash tender offer to acquire more than 507. of Piper's out¬ 
standing shares provided the Piper family unconditionally commit 
themselves to sell their Piper shares to Bangor Punta. A 
possible merger betv.’een Piper and Bangor Punta was also discussed. 
Those members of the Piper family present stated they were 
unwilling to give Bangor Punta an option on their Piper shares 
and still hoped that the Piper family would be able to retain 
their stock ownership in Piper. Upon being so advised, Ml. Wallace 
told them Bangor Punta would not proceed and the meeting ended. 

Contested by Chris-Craft only to the 
extent that it does not include the 
matters set forth in Finding 66U-1. 
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66E. [BP] On April 22, 1969, Mr. Laeri called 

Mr. Flick and told h^m the Pipers were now willing to consider 

g % 

supporting a merger with Bangor Punta by putting their own stock 
into some sort of an agreement. On April 25, 1569, Mr. Wallace 
called Mr. Laeri and told him that if they were going to have a 
meaningful discussion, Mr. Wallace wished to visit Piper, confer 
with their financial officers and get a better feel of their 
prospects and future programs. Mr. V,’allace visited • Piper at 
Lock Haven on April 30, 1969 and talked to production and 
financial personnel. 
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66F. [BP) Prior Co the telephone call from 
Mr. Laeri to Mr. Flick on April 22, 1969, other than the 
matters referred to in Findings 66A, 66B, 66C and 661), 
Bangor Punta had no connection, directly or indirectly, 
with either Piper, the Piper management, the Piper family 
or First Boston, 


V 
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66G. t BP] Intensive negotiations on the form and . 

terms of the proposed agreement between Bangor Punta and the 

• • • 
Tipor family got underway on April 28, 1969. At the outset, 

Bangor Punta proposed the option type agreement as described in 
Finding 36 . -— 




Rev. 1/10//1 
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6611. [BP] Between April 28 and May 6, 1969, 
negotiations on the option type arrangement continued with 
final agreement. 


no 


| J. / > \J / / X 


aa* a 


( 4 

(] 


661. [Brj On May 6, 19G9, the form of transaction 
was changed by Bangor Punta to that as ultimately set forth in 
the May 8 Agreement. 
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66J. [BP] Negotiations on the composition of 
the Piper family package continued on May 7th. On the 
evening of May 7th at Hr. Wallace's apartment, Mr. Lacri 
and Mr. Wallace continued the negotiations of the financial 


terms of the May 8 Agreement and reached tentative agreement 
upon a package of Bangor Punta's securities to be offered 
to the Piper family. The proposed securities package 
consisted of one share of Bangor Punta common stock, 

Warrants to purchase too shares of Bangor Punta common 


stock and $15 principal amount 
subordinated debenture. First 
package ac between $70 and $72 


of a Bangor Punta convertible 
3oston stated it valued this 
per Piper share. 
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66K. (BP] On the morning of May 8, 1969, a meeting 
took place between Bangor Punta and certain members of the Piper 
family and the Piper family's legal and financial advisers. 

Mr. Laeri advised Mr. Wallace that the package of securities 
that they had discussed the preceding evening was unacceptable to 
the Piper family. Negotiations continued and ’Warrants for an 
additional 0.2 shares of Bangor Punta's common stock were added 
and the securities package as contained in the May 8 Agreement 
was agreed upon by lir. 'Wallace and the memo or s of the Piper 
family present who indicated they had obtained the approval of 
the terms by the members of the Piper family not present. 

Mr. Laeri stated First Boston was of the opinion that these 
adjustments did not change the value of the Piper family package 


which was between $70 and $72 per Piper share. 




«e**afu </()/ / x 
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66 L. [BP] (a) Under the May 8 Agreement, Bangor 
Punta acquired 501,090 shares of Piper Common Stock, or 
approximately 317. of the issued and outstanding shares of 
Piper from the Piper family, Bangor Punta also agreed, 
pursuant to Section 2(E) of said agreement quoted in Finding 66, 
to use its "best efforts" to acquire sufficient additional 
Piper shares to give it more than 507. of all the outstanding 
Piper shares, including making a registered exchange offering 


to all other Piper shareholders of a package of "Bangor Punta 


securities and/or cash having a value, in the written opinion 
of The First Boston Corporation, of $80 or more" in exchange 
for each Piper share. There was no agreement on the identity 
or. amount of the securities that were to be included in the 
package to be offered to the Piper shareholders other than the 
Piper family. Mr. Wallace testified on deposition that he 
said to the Bangor Tunta Executive Committee on May 6, 1969 
that it was management's belief that an offer of common 
stock, some debentures and some warrants was the kind of 
securities package Bangor Punta had to offer to the Pipers and 
to the public. He also testified other securities were under 
consideration, such as preferred stock. Mr. Wallace stated at the 
May 6th Executive Committee meeting that management was still 
considering a cash tender offer and that a securities package was 
still under consideration and was subject to revisions. It was 
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anticipated by Bangor Punta, First Boston and the Piper family 
that it would take several months for Bangor Punta to process 
through the SEC a registration statement for its exchange offer 
to the Piper shareholders. 

(b) The May 8 Agreement was entered into by Bangui* 
Punta for the valid business purpose of attempting to effect 
a merger between Bangor Punta and Piper. (This does not 
• constitute a concession by Chris-Craft that the provisions 
of the Agreement complied with the Securities Laws.) 


337 A 


X 

67(B). (Proposed by First Boston] First Boston 
and Chadbour le participated in negotiations leading to the 
May 8 agreement. First Boston had no power to bind either 
Bangor Punta or the Piper family, and the agreement had to 
be approved by the parties. 
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69. [Proposed by Chris-Craft]. On May 8, 1969, 
Bangor Punta and Piper Issued identical press releases whj ch 
were disseminated through the means and instrumentalities of 
interstate commerce, which stated: 

[Release Attached] 


A 
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Bawgob i." OW'i'A' 

405 PARK AVENUE. NEW YORK. N Y 10022 / (212) PI SS500 
CONTACT; JACK O. MILNE . • 


FOR IMMEDIATE RELEASE 


t&O-f.g.fU. 
MAY 14 V*r»J 


hew York, K. Y., May 8 — Bangor Punta Corporation and the 

• ( —,» _ ... * 

Piper family have reached an agreement whereby Bangor Punta will 

acquire the Piper family's more than 500,000 share Interest in 

Piper Aircraft Corporation. •’ 

William T. Piper, Jr., who is president of Piper Aircraft, 

and David W. Wallace, chief executive officer of Pangor Punta, 

• . • • • 

Jointly announced the agreement and said they regarded the agree- 
•* • I 

ment as a first step in a proposed consolidation of the two 

Companies. ' »... 

< • • • • ' I - . 

* x • 

Under the agreement, the Piper family will receive a package 
of Banger Punta securities for their shares of Piper Aircraft. 


Bangor Punta has agreed to file a registration statement 
with the SEC covering a proposed exchange offer for any and all 
of the remaining cutstandlrg shares of Piper Aircraft for a package 
of Bangor Punta securities to be valued in the Judgment of The 
First Boston Co-poratior. at not less than $80 per Piper share. 

The registration statement covering all securities to be issued 
will be filed as roon a3 possible and a meeting of the shareholders 
of Bangor ?>nta Corporation will be called for approval. 

'■ . (more) " ' ’ ‘ 
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Mr. Piper said that in view of Bangor Punta's long-standing 
policy of maintaining autonomy in the management of Its operating 
compc.;- 1 es,. aiiU the similarity of operating philosophies between 
the tv:.- companies, he and the Piper family would strongly support 
the merger and would recommend it to all shareholders. 

Mr. Wallace said Bangor Punta welcomed the association with 
Piper Aircraft, its world-wide distribution, and its prestigious 
product name. He said the consolidation would align the Piper 
Aircraft name with other leading Bangor Punta companies, including 
Smith L Wesson, Starcraft Company, and Waukesha Motor Company. 

Bangor Punta manufactures a wide variety of recreational 

vehicles including sailboats, houseboats, snowmobiles, campers, 

trailers and motor homes. A merger of Bangor Punta and Piper 
. • I 

Aircraft would bring Bangor Punta into the light aircraft 

• * I 

manufacturing business. ". • 

Sales of the combined companies would reach $450,000,000 
In fiscal 1969 , with approximately $ 180 , 000 , 000 , or Soj£ in the 
ai’■craft, recreational and leisure time fieldsT" 


589JOM 


frUlGlT 7 
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»» 

, •» 

691i [BP) The public relations department of Bangor 

Punta.prepared a draft of the May 8 Press Release. Bangor Punta 
representatives,including counsel, and counsel for Piper reviewed 
and revised the draft into its final version. 
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69C. [BP] (a) On October 1, 196B, the SEC received 
the following draft of a proposed press release from Bangor 
Punt a together with a letter from Mr. Flick which requested the 
SEC's comments on both the wording of the release and on its 
overall suitability. 

a 

. • i 

The hoard od hirectors od Liangor reran Corporation 
today authoris'd a ttrade * odder dor ell od tro shares 
of coriron stock od X Corooretier.. The odder v.’ould have 


a market value 

od at least 

y 32 ,c on 

si sting o. 

r% 

debenture and 

dan :;or carta 

J'*"! 

Stock, in 

c. 

each share od 

X Corsortion 

C C::-*.:Or. 

stock.The 

o 


for all who corvr.or. stool cd X Corporation provided that at 
Tft.-sr-t. r'r-d nf »> ntr,.-'-' r. ir with the understand in-: 


ft of such 

5 *0 0 C; I 

is tendered 

.. j. w.. v;; v 

u n a c r s t andiug 

r • r\ "o “.If, J » f. 

JjO* - k-— i- <-* <.<. 

VO'.di u 

reserve the 

right to 

t ak e vh at c v o r 


number od shares are tendered.The odder would, not bcso.:c 
effective vcitil the Securities and h::charge Cocr.issior clcarcn 


O r\ f •! r* * *,”» ■** * (\'~s t* *’• * 

Ck X C, v i.u tu ... U Ui x ■< Vw« 

t arena v.Ciich Manger 

7> ••<.o r**- 

. Ik. .1 . — -~*m » 

• iO 0 \j o c*0 i 

ile in 

ap er o:: : i a t o 1 y dov. r 

•socks . ..n some cron t 

_ /* i.*„ - 

Ox e.xu 

planned to; 

no or 

odder was made at 

this tir:0 because od 

the I:o\: 

York Stock 

i’.?: chan 


policy od timely dieclosure. 
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Cn October 1, 1968, Bangor Punta was considering making 
a registered exchange offer to the shareholders of Harley- 
Dnvidson Motor Co. 

(1)) The staff of the SEC considered whether the prepos 
press release complied with the securities laws and regulations, 
in particular with Rule 13.5. The staff of the SEC concluded that 
the press release, except for the deletion of the last sentence 
and the insertion of language miking it clear that the press 
release was no'- intended as an offer itself, did comply with 
Rule 135 and could be issued thereunder. '/ h#» SEC staff stress:* ! 

chat it was not clearing any p ..icuiar language, but it was Bang 
rente's understanding that with certain, changes which had been 
suggested by the Eli staff, th. release was acceptable to the SEC 
The staff of the Ef: old rot •vise Bangor Punta that the propnst 
press release vie' ted the .securities laws, or that it could not 
be issued uc the public. The staff of tne SEC did not request 
Bangor Punta to delete the following sentence frov.i its proposed 
press release: 


"The offer wait Id have a m.-.rUet value of at least: 

$3?. consist in;; of a new rubord/.noted debenture and ' 
Bangor Punta Co ...on 5h:och, in exchange for each 
shave of X Corporation Co....-.on Utoc’.:." 
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(c) On October 1, 1968, the following press release 
was carried over the Dow Jones tape: 




) 


"I' 1 ®;' VorU, H.Y., Oct. 1 - Ban B or 1’imca . 
Coj.porat.Lon s board of directors author-:z~d 
tooay an exchange offer for any and all of the 
outstanding capital stock of JIxrloy-Davidson 

Kllv:aukee > '-is., for a market value 
} jy ^neo” 1 ‘tnta, of approximately 
v-j.,. 00 a share in Bangor Punt a securities. 

. , J ' Tcrnin °* hang or Punta's offer would pro¬ 
vide in exchange for each share of-Harle'' - 

SCo: V' he fo’lowins securities: 

>,-<• pnt.cipal amount of a new Bangor Puntu 7 1/4 
per cent Subordinated Debenture, one-half of a 
new bar rant to purchase Bangor Pvnta Co;,n 
tOv-. at y55 she.re v and one-tcuth of a. share 
or Bangor 1-unta common stock. 

"The exchange offer would be necle onlv by 
means of a prospectus, which would be furnished 
to stockholders of Harlcy-Davidson Motor Co. 
subsequent to Bangor Punta receiving clearance 
from the Securities and Exchange Commission of 
a registration statement which it expects to 
file by October 31, J.c.'o, 

threo , '!!b rl r Y *i DaViclCCV ‘ 1 in a -mamifacturer of two and 
Lhice wneelec, motorcycles for sport, trnesnorta- 

txon, police and con. ,-rcial. uses, both hi the U «' 

and abroad. )!arJey..)t '•■>d<- OM - 1 I , , i' u * * 

i'w. j.asoa «i j . • o makes toJf carts 

-nd commercial vehicles used as cargo and' " * 

personnel catriers. 


J 


j. 
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yc '‘' : om ! c ' 1 oml>or‘ 30, 1907 
u! ‘ r,K! ‘ I n.285.159 on sales 


5 103,000. 


> 

of 


.. "?5? c ° r l ' l,ntn Corporation is a widely- 

divcrsi.fj.cd con:;,any with operating units in 

inCludi «- l Ui blic security * 1 * 

^ 1 ;:/ :aaure tapers and trailers, * 

1 £tibr:, - C£; > energy systems and services. ‘ 

I’or the nr lie month?; ended June 30, 1963 

5 U ! 3 2 00 1 - CT “S of ? ar, S° r 1 '^i.a totaled 
9iw/ f Bangor Junta's net in—e for n»« 

“T.f cri V' 1 .= «,Cl8,030, 3,iclinlj"- : e n ll\a * 

on <ii*.posj.Lion of asset;; of ?1,078,000." * 

<d> lM S “ C lus 00 recor ' d of receiving prior to 
October 1 C, 1970 in-, 

. - na press release issued by Bangor Punta 

on October 1 , J.96G conc-.*ni-e ,> e • 

• o its exchange offer for Harley- 

Oavidson. The L'o-.v.Tones t .. , 

• - Cc.r^xcc, a report of that press 

release on October 1 , 19C8, and th- w - n , . . 

’ L1 ‘^ '- f ' s Division of Trading and 

Markets, in tha normal course of i- s r - uHf . 

c ‘ JuICS » receives and monitor 

^ DOv;** jonp c ^ ^ ^_ j »• , 

■ -nd die so on October 1, I960. The st£ff of 

th ® SSC n ' vcr 23sc, rtcd prior to Kav 9 i S6 o ,, 

, isOs that the press release 

violated Rule 115. 

( c ) (Proposed bv rb'-i .-.r-., , 

* UU1& Crc.t and the SPC) Bango- 

PUnta dld n0t aPPrU “ ° r « e « k «» codecs or the Sts« of the 

r to i.,.,ui..g the May 8 Press Release, a copy of which is 
attached to Finciinr 69 
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(f) The SEC's customary procedure in cases where issuer 
sought comments on proposed press release was to advise the issuer 
that Che releases were their responsibility and that the SEC gave 
no clearance to such documents; however, if the SEC saw any 
violations, it vouia so advise the issuers, 

(S) The facts stipulated in this finding do not 
encompass discussion and communications between the SEC, its 
staff cad issuers other than Eangor Punta, prior to May 9, 1969, 
concerning whether press releases which announce exchange offers 
and estimated dollar values of the securities to be offered in 
exchange were in violation of Section 5(c) of the Securities 
Act of 1933 and P,ule 135 thereunder. 
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70. [Proposed by Chris-Craft] The May 8 press 
release was reported in newspapers throughout the country, 
including the V.'all Street Journal of May 9» 1969, ana the 
New York Tines of May 9> 1969- Copies of the V/all Street 
Journal and New York Times articles are attached. 
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Bangor Punt a 

To Buy Big Block 

Of Piper Stock 

— 

Piper Family to IF* Sellers; 
Pact Called a First Step 
Toward a Consolidation 

l!:ui?or to Seek All Shares 


#:*. m w •».» ^Turrv r:rporUr 

yy\\’ YOKK—Danger Punta Corp, a frf- 
Aurrl rotate suitor, said it rjrtrd to nc- 
,,,„rr mors than K>W> shares r.r at Ica'-t 
Zlt'i- nt riper Aircratl Corp. common stock 
from the Piper family. 

The agreement is intended as a fust step to 
ward co:i olid itior. of Diegor Punta and Piper, 
officials of bath companies said, P.angor Punta 
nJ.o is preparing an exchange offer for all re¬ 
mainin' Piper shares, the officials said. 

Tne agreement marks the latest in a l°r.g 
ser.es of efforts by Piper to prevent Chris- 
Craft Industries Inc. from gaining a ruaii| 
Interest in the Dock Haven. Pa. airplane I 
maker. Clihs Craft own* if.5.206 I’i|>er common 
►hares and has made an exchange offer for 
;Ui.&» more, which would hnn; its holdings to 
nwue than M'.j. 

A Cin is Craft rpohesman said yesterday 
tb.it Cnri< Craft would vigorously opiunc the 
Pi|«Tl’.an-Of Punta agreement and any 
merger nticmpt. The spokesman sa d Chris- 
Cr.aft’i hf.il ronnsel ennsirlei* llie announce- 
Hunt "In violation of tlie Kr.trial re. untie : 
•tallies and Securities a 11 '/. Kwhangc Odiums* 
I i. o r • " 

prior tin agreeti-.. '■! art t*'e |.r>.‘. "t.f •* • 


• .rfl- i I'll 

i\,- l it ■ i" 

r it p 


••It f | • r ! ionic a* l 


>ii ,'i. • i .i I 
• 'Id. I , 


Plirisfi.iM Offer . 

On tv. itii- ■ day, n,. ia0..tl o,.n ? .n"<d 
,.t P ..fin to a-quire J,.d...P..i .11 

, (I..ns -It.- ofl.r P to e-.lar;.- one 
«.( i.i w n...' Craft !-• pr-Mnd and war- 
s . i. ..r of Oir.*. C*iv?t roMimr.n 

. u* r - |o llliv tv.o ft *f » ol \ nr 

I t .r. ... r.f'-r l-.-M. >• •"V 'T ’Z 

•,ii..h.tt.iito of '*'" ‘r*. 

sr.im or U fore....lie P'Tt. The llu-fr.. 

n.MsCiaf .moil".. I.'lween -lair. I. li.O and 
lime I 'll.' pief.rrid I* re.!.n.isble ..l 

, f . i. .re after June ). P'70. Is n.t.tl.d to one 
vo-.e p.rrb ...-. mid is entitled to H" a it. -re up 

“fr^SS* ,«.«.»!»'•."■»* 

r , ; ,lt |.,d f,.r e-..Itrot l.y alt' mpt.nc »o sed 
r.o ►hairs of Piper unissued lomiii. n to (.mm-j 

man Aircraft Knginrerlng C/v.-p.. but this plan 
was dropped afur com l opposition by Ci.ns- 
Craft. 

Inter. I .per sought to acquire U.S. Con- 
pipe Co. of l'lorida and SouthPly Inc. in 
.Nch.ii.gr for tfO.OCO 1‘iper treasury shares. 
This plan. too. was dropped after the New t ors 
Stork Kxelmnge suspended trading in I iper 
common April 7 on the ground that proper 
stockholder approval hadn't hem secured. 
Trading in 1’ipor common was resumed 
. April 21. 

* Noting that the C.rumnian. U.S. Concrete 
s ar.d SmiltiPly agreements were terminated, the 
ChrisCraft si>oi:csm:,n said, "In most ba 
j games llirrc strikes Is out.” 

"We're perfertly ser.ous. and we don't think 
this Is a J.a*rball game." retorted David \\. 
s Wallace, Itangor Pun la's president and chief 
executive officrr. 

In a joint announcement. Mr. V.al.acc and 
William T. P.pcr Jr.. Piper's president, said a. 
e- registration statement covenng no .-.evmi.its tj 
c- lie Issued would be filed with the .Securities and 
st K'.rhangc Commission as s-.oii as possible and 
;k a Hireling of P.angor Punta shareholder* wot 
be called for approval. 

o- Mr. riper said he and the Piper family 
r would strongly support merger of the two c< n- 
it.-i cerr-. end would recommend it to stockholders.. 
•c- lii Dig Hoard trading yesterday. Dar.gor ( 
Punta common Advanced Sl.37i to 5-i.l2.>. , 
r , while Chris Craft common fell SM5 to JU.iO 

i*. learnings Were Steady I 

I,.; in the six months ended March 21. Piper 
tic I <*mc<l s: 7 mid.on. or Jl.f.0 a s.iare. the same 
ion a* in the year carlicr period. Sales were 5il.< | 
lor million against $12.8 million. Tr.e 12C8 figures j 
lo me restated to reflect the Federal income las: j 
surcharge. Piper said a change in the "ict.ind 
l nv of comimling depreciation Increased the ).i» 
,, 1C earnings by reven rents a share. 

, nv Hangor Punta, in the fust fiscal epuirtrr 
ended 1 st Die. 31. earnrJ $2 million, or .1. 
, cr . rents a sii.'re. on sales of f'"‘ 8 imilion. again*! 
i.r ; net of $l.t million, or $2 cents a slime, on v<>.- 
time of !•"< nullinit a year earlier. Tie- com- 
I ■■ v I. • I t PI'. M •Iritis outs; .'uling in the _ 

,,.1.11.,' •: S>3T.I-*» .1 >e.*r eat her • 

... | * . , 1 .* fir .in . a sim.e tuii ioi.it: . •! of a l ; •: j 

I. ....I ..,1 I.-; lonvernol.- ill. - ." s , 

.. ,• .... i: \v..u .. M.i .••!..'.'*i <*• i 

ti.l win'll weir Aiipi.ie... 
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MAY 9 1959 


Pepslco to Buy Miller Brewing; 

! Finer end Banker Punic to Join 


Deal Vi'ilh Grace £;l 




Family to Sell Shares 


l 


||y I.IION'AHI) SI.OANC i By JOIIY J. ABI I.F. 

Pepsiro. Inc., confirmed yes- Tlie fipht for control of the 
trrd.iy it<. ii.iciC't in the Miller Piper Aircraft ( <>.poration to-’-. 

!Brewing Company bv amount- a new turn yesterday with an 
•mg an agieemcnl in principle annojncciiirnt that the Bangor 
!*o buy .'i3 |er cent from W. ft. Pnnta Corporation b d agreed 
jOracc & Co. |to acquire over 500.000 shares 

The joint anronncctr.-nt bv of Piper Aircraft stork held by | 
Pepsicn and Gr.ee Mated that members of the Piper family.;; 
the purchase price was $!?<>•! The agreement was r.n-' 
million in cash and r ites About r.ounced by William T. Piper 
32 months ego. Ciucc bought Jr., president of Piper Aircr.it:._ 
majority centre! of Miner for and David W. Wallace, chief i 
$3G-million in ca>li and slock executive officer of Bangor' 
(runt Mrs I on. ire Muineruer. Puma, a highly diversified co:n- 
a descendant cf (lie founder, pany with inu rests in law 
and h.er family. . iforcemcnl products, textiles, ag- 

Yeslerd iv three • paracraph 'ticultural ai.d industrial equip 
statement from the two coin-mem and l« isun-timc products, 
panics c ant*' in « onu:i«t to the ir 1 The two executives said they 
reaction Wednesday when,regarded the agreement as "a 

asked abseil a icport of the first step in a proposed con- 
s,.|e of Miller. Then, a Graceisnlid.ition of the two cornpa- 
spokesman. citing month-long nies.” 

rumors of the sale of its Miller J Uanpir Punt a s.iid it wou’d 
slink, asserted: "We have no exchange a package of its i e 
■deal with rcpsico " |curi(ies for the holdings of die 

1 Officers of Pepsico v ere un- Piper family and then would 
a\ .nk.hic t fi-’r i’s arnc il meet- make an exchange offer for ihc 
mg in Wilmington. i)el. al.tcinaimn: o itsi.indm'; shares 
which the prn->o«ed pirchasc that would be valued "at r.ot; 
was not mentioned- And Mil'er. Vss than S'.!! p.-r Piper s‘ia.e"| 
.which hid no comment vaster! Piper stir !; close*! on lhe i 
•Uiy. had noShr’R to say on New York Stock l> change yes-. 
Widnesd.'.v either. iterday at $71.10 a sb.'iie, up 

The remaining ■'7 per cent SI. 10. j 

of Miili ‘1 is own'I by Ivft.inof.; ‘I lie laid: Ilmen. Pa., m.i i- ( 
Im . a chant .Ido foundation facuircr of light aircraft h •• 

‘ organised l>v members of th.-.bicr. trvmt: for several months 
Miller family It is not in-|to avo . d.iover attempt l.vj 
(volvcd in the sale, althouchjCh'ivCi t In.lustiics. vw.icn; 
Iheic weic n. '.ofs e.. ,ier ll •. cf.'i t.'T’to own ‘MfTTOG share:.. 


(.oniinui d un p „!■ 


,.*i 5 C oiitinu. d on P. 


lohti.it 


(\ r.’-’.j r •im;''- i • 
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MERGER ACi’iOKj 


Continued From Page G2 


r-t Piper stork, rr ahmit r.*. p 
j«.• -1 of the l.GiH.I-'d 

; Ou f l“tiirliii^- j 

h.irficr this week. ChrN-Cri;; 
'd. clo-.fd tctn.s of ar. exritangc-; 
* Per it plans 1^ n*c.r.e for rr. 
additional 3GG.G00 shares oi t 
p; r r . whith. it said, would, 
!;-.ve Cnris-Craft 52.15 per rent! 
•of Piper's stock. 

1 In January, soon after Chris-! 


Oafs interest in Pip. 1 . w-tj 
•fV-rhixcti. Piper agreed <•> s^f; 

, 3 * 1 3.010 shares cf its autl. ui/r d! 
.but unissued stork to the Grunt- * 
: rv..ti Aircraft Krpir.ccrut* Or-, 

• po'atinn. The deal was iaitr: 
icatu filed. 

C'hris-Craft Is Critical 

! In March. Piper ant.oi.r.c-td' 

• two ?cquis.tiors involving tr.c 

j exchange of *570.000 share* ns. 
jits stock. The acquisitions were 
later rescinded after the t-toc : 
ili'ichangc suspended trar..:.g, ;r. 
P.prr strait fceraute t cor.*.-. 

", p * it V* hud !’* - •’ 

'exchange's approval fo. listing' 
of the addition*'. siuircs. 

] The agreement ‘.'•tween Pan-! 
gnr Puma and the Piper f.- tt'.;. ' 
wjs attacked yeslcriky by a. 
spokesman for fhri'-Cr.ifS v.; >. 
Isaid the announcement was 
j "manipulative and a xr.Vtitsv. 
Jc.f the i cder.'l securities s;..:ut :s 
irnd the rules o; the Securitas' 
‘and Kxchangc Comr. issior..'' • 
The spokesrr.an ;->d :i'- pre-, 
.postil would hr "vigorously cp-1 
paved” by Chr.s-Cr..:». | 

Mr. Pij»cr sa.d he ar.d tro 
nieir.hers of his f. r.ttiy wru c 
"strongly support” a r.error 
with Bangor Punta and wot::- 
irtomr.t'nd su. h a move/. • the 
stockholders of Piper Air.r.-.tt 
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71* [Proposed by Chris-Craft] References to the 
$80 a share figure appeared in the following articles sub¬ 
sequent to May 9- An article 'which appeared in the Wall 
Street Journal on .May 19, 1969 included the following: 


"Setting Minimum Value 

On Friday, David W. Wallace, Banger Punta 
president and chief executive, disclosed that 
under terms of Bangor Punta's agreement with 
the Piper family. First Boston Corp., an 
investment banking firm, 'must be satisfied' 
that the value of Bangor Punta's exchange 
offer is at least $80 a share. The agreement 
is in the form of a signed contract, Mr. 
Wallace added in response to a question." 

c « « 

* 

"'The Piper management and family are 
behind us 1005?, both as to the exchange offer 
and the future of Piper,' Mr. Wallace said 
Friday. He said Banger Punta's exchange 
offer will be filed with the SEC 'as soon as 
possible.' Terms of the proposal haven't 
been announced, except that it will have a 
value of at least $80 a share." 


An article which appeared in the Wall Street Journal on 
July 18, 1969 prompted by a letter from Messrs. Gordon and 
Rochlis to Piper shareholders concerning provisions of the 
May 8 agreement quoted in Finding 66"c" stated, in part: 


"Piper said that the general exchange offer 
to all Piper shareholders other than certain 
members of the Piper family originally v:as 
valued at £39 a share. The sreclflc arrurv'emont 
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worth less than $80 a share at the time it was 
concluded and is worth even less nov;, on the 
basis of current market values, the Piper 
spokesman said." 


Bangor Punta was called by the Wall Street Journal reporter 
and said that it had no comment on the matter, which was 



stated in the article. 
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71A. [Proposed by Piper] (OThe quotation from 
the Wall Street Journal article of July 18, 1969 was the 
result of a telephone call from a Wall Street Journal 
reporter to Piper's counsel on July 16, 1969. Tho re¬ 
porter called Piper's counsel and briefly told him about 
the allegation made by Messrs. Rochlis and Gordon in 
their letter to Piper shareholders concerning an alleged 


private deal between the Piper family and Bangor Punta 


for additional consideration, and asked if there was any 

(CW**-***, Jtiov 'Kvt*vy» 

such deal.. Piper 1 counsel pointed out’^that the details 
of the contractual arrangement jNMw the Piper family 
~uuA had been spelled out in Bangor Punta's 

registration statement and preliminary prospectus which 
had been on file since the end of May. 
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71B. [Proposed by Piper] The SEC was advised 
of the circumstances referred to in Finding 71A, since 
Piper's counsel wrote the attached letter to the SEC on 
July 17, 19G9 concerning the press reports. After re¬ 
ceipt of the letter, the SEC made no further inquiry con¬ 
cerning the matter. 



345 A 


\j'/<:iVJi.SIJ>IS cC V/o Lb'if 
-0 i>««Ai)WAV, ;<.:w >;. v. 10004 

Dll.uV A^ 0(<0 


y*Ai, i*. c. orf ice I 
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July"17, 1969 


V*. Thomson von Stein, Esq. 
Securities cr.cl Exchange Commission 

1'iOwX *40 / 

SCO North Capitol Street, N.’.V. 

V.'e shingtor., L). C. 20St 9 

Jeer Mr. vor. Stein: 


This will'confirm our telephone conversation 
today wherein you asked me about certain statements 
appearing on the Cow-Jones broad tape of yesterday and 
in' The Wall Street Journal today. 

I did receive, a call from If. r. Tom Zrick of The 
Wall Street Journal's office in Pittsburgh yesterday 
afro moor, about o: 00 p.m. He briefly told me about an 

a_ioga* on mado sy .cos.. r s • 1 o t»r*o Co—con *r» <- xow 

to riser shareholders concerning an alleged private deal 
between the riper family ar.d Bangor Junta Corporation 
for additional* consideration and asked if there was ar.y 
such s; secret" coal. I pointed out to Mr. Erick that 
the derails of the contractual arrangement between the 
riper family and Bangor Punta had boon spoiled cut in 
/..-.hoor Junta’s registration statement that had boon on 
:.:iV since ond oi •••ay ...nc* .lui c •••'c ^-clu.ixnw.y o 
XrOO^us cor.w^ti 1 •.errm*•»«*on i.uG uocn sonc .0 a.: 
Piper shareholders. Having firmly in mind the EEC’s 
concern about a characterisation of value of any secur¬ 
ities package, at no time did 1 state that the value of 
the securities package to be offered by Bangor Junta 
under tno g a r. /a/ * 0 /. c n a n g./ o x - a r was os»o 0 snare, ••si 
my comment a on the telephone to .Vs:. Erick were limited 
to -no coa««s«.cwOu* rig.a«. o. -w..e Piper x***»*xly wo .CvO.vc 
securities and/or cash in the specified cir-. 


C * %r * <• * » 
U«M w WU < • w U f 


Very truly yours, 
DonnlC L. t-emlri/W 
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i\:> CHAtfC 

’'O (.Mol Pi Tc.t' \ ki,v„ ,,... ’•' , 

nnrnrl w n __i ... 


nip r n _ ' v ill I u O T' 14 i\T~ 

71C. [Proposed by Piper] At no time after 

„ „ , "*V» >CU*.,W. I.L.IN, fJ/Vco A 

bay 8, l9C9^did Piper or the Piper defendants feef-or-to 
orjmake any public statements with respect to the $00 
minimum value provision of the May 8th agreement, nor 
did they request anyone else to do so. 


-(-Contested- by-Chris-Craft-only- as--<-_, 
indicated- in--Findings-71 and 71a.] _ c _. 


I 


Revised 2/4/71 


347 A 




71D. [BP] 

(a) Chris-Craft does not contest the representation 
by Bangor Punta that other than the May 8 press release and 
the interview of Mr. Wallace by a Wall Street Journal 
reported on May 16, 1969, Bangor Punta did not make any public 
statement that the package of securities to be offered to 

the public by Bangor Punta in its proposed exchange offer 
•was to have a value of at least $30 par Piper share in the 
opinion of First Boston. 

(b) No Bangor Punta securities were sold bv 
Bangor Punta between May 8, 1969 ar.d August 7 , 1969. 
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72. [Proposed by Chris-Craft] The May 8, 1969 
press release was issued before all of the Piper family 
signatories had signed the May 8 agreement, but after 
W. T. Piper, Jr., Howard Piper and John Piper had contacted 
certain members of the Piper family and V.'. T. Piper, Jr. 
had advised Bangor Punta that the agreement was acceptable 
and would be signed by all members of the Piper family. By 
about May 20, 1969 all members of the Piper family had signed 
the agreement. 


> 



/\ 
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73 . [Proposed by Chris-Craft] The May 8 1969 

press release was issued prior to the filing of any 
registration statement by Bangor Punta for the exchange offer 
to the shareholders of Piper contemplated by the May 8 agree¬ 
ment. Bangor Punta filed its registration statement for its 

A 

exchange offer on May 29, 1969* 




Revised 1-19-71. 
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/SU. 


L Br j Oil Hay 16, 1SG9, Kungoi- Punt a filed 


rW 

0 1 ^ 


in the public files of the New York Stock Exchange and the /- 

Securities and Exchange Commission the annexed Schedule 13(d), 
which described the details*of the May 8 Agreement including 
the obligation of Ranger Punta to offer to the Piper share¬ 


holder, other than the Piper family, a package of its 
"securities and/or cash having a value, in the written opinion 
of fhe liist Boston Corporation of $80 or more." Bangor 

Punta could have filed the Schedule 13(d) Statement on 
May 8, 1969. 
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S C K E D U u £ ]3D 


SECURITIES AMD EXCHANGE COMMISSION 
Washington, D. C. 20549 


Statement-. Pursuant to Rule 13d - 1 


BANGOR PUNTA CORPORATION 
(Exact name as specified in charter) 


DELAWARE 

(State of incorporation or organization) 


51-0 041390 
(IRS tax number) 


4 05^ Park Avenue, Mew York, New York 
(/'.delves:: of principal executive* offices 


* 20022 
(Zip Code) 


o 
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cm_ 1_. - Secur ity and Jr .suer . 

This statement relates to the Common Stock par value S'.C: 
r share issued by Piper Aircraft Corporation ("Piper') v.v.ore a ' - - 

Loci; Haven, Pennsylvania 17745. 
cm 2. - Id entity and Bac kground. 

2.1(a),(c) and (d) This statement is being filed by Barger 
nta Corporation ("Bangor"), a Delaware corporation whose principal 
fice .is located at 405 Park Avenue, New York, N. Y. 10022. Bar.gcr 
nta : a diversified holding company with operating subsidiaries i: 
e fo 1 ng industries: leisure time (pleasure boats, camping trai 
:rs, ' .matic jewelry) public security; energy systems; process 
iginee ng and equipment; fashion fabrics; agribusiness; services; 


id transportation. 

The Bangor & Aroostook Railroad was organized in 1891 ar.d 
itil 1961 was engaged principally in the railroad business. lr. lr- 
le Railroad caused the Bangor & Aroostook Corporation to be orgs"..- 
; a result of an exchange offer made by the latter company in 19ol, 

: acquired almost all of the stock of the Railroad. Banger & Arco- 
:ook Corporation then diversified, acquiring four subsidiaries m 
Idition to the Railroad, prior to being acquired in turn by Pur.ta 
Legre Sugar Corporation in 1964. Punta Alegre, incorporated in 
:;re in 1932, had engaged in the sugar business until the exprepriar 
f its Cuban assets by the Castro regime. Subsequent to the exprep- 
iation it had entered into other businesses through acquired sutsi- 


iaries. As the result of its acquisition of the Bar.gor & Aroosmcc!- 
orporation, its name was changed to Bangor Punta Alegre Sugar Ccrp> 
ion, which name was changed again, in 1967, to Bangor Punta Coi r or^ 


2 
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2.2 The name, residence, principal occupation, business 
addre.se, principal business of company where occupation is carried 
on, material occupations during the last ten (10) years (including 
dates of such occupations, principal business and address of company 
where such occupation was carried on) for the directors and officers 
of Bangor Punta as follows: 

NICOL/yS M. SALGO, Chairman of Board of Directors since 1954 
and a Director since 1961; Residence, 4 East 72nd St., N.Y., N.Y.10021 
Since 1959 President of Nicolas Salgo £ Co., Inc. (financial advisory 
services) 405 Park Ave., N. Y., N.Y. 10022; from 1961 to 1964 Director 
and from 1962 to 1964 Chairman of the Board of Directors of Punta Aler 
Sugar Corporation (a predecessor of Bangor Punta); from 1960 to 1964 
Director of Corporate Expansion of Bangor & Aroostook Corporation 
(a predecessor of Bangor Punta.) 

WILLIAM C. DOUGLAS, Honorary Chairman of Board of Directors, 
Director since 1932; Residence, Parker Dorado, 3180 S. Ocean Drive, Ha 
landale, Florida 33009, retired since 1962; from prior to 1958 to 1962 
Chairman of the Board of Directors and Chief Executive Officer of 
Bangor Punta. 

W. GORDON ROBERTSON, Co-Chairman of Board of Directors; 
Chairman of Executive Committee, Board of Directors, Director since 19 
Residence, 31 Howard Street, Bangor, Maine 04401; frem 1954 to April 
1969 Chief Executive Officer of Bangor Punta;from 1964 to 1967 else 
President of Bangor Punta; from 1960 to 1964 President and Chief Exe¬ 
cutive Officer of Bangor & Aroostook Corporation (a predecessor of Bar. 
Punta); from 1957 to 1962 President and Chief Executive Officer cf Bar. 
and Aroostook Railroad Company, 84 Harlow Street, Bangor, Maine 04401. 

DAVID W. WALLACE, President and Chief Executive Officer, Dir 
tor since 1967; from 1967 to April 1969 Chief Operating Officer; 
Residence, 39 East 79th Street, N. Y., N.Y. 10021; from 1958 to I960 
^Vice President, Director and Member of the Executive Committee of Al¬ 
legheny Corporation (a closed-end non-diversified management investr.en 
company), 350 Park Avenue, N.Y., N.Y. 10022; from I960 to 1967 Execute 
Vice President, Director and Member of the Executive Committee cf AMI-' 
Corporation (a diversified holding company), 245 Park Avenue, N.Y., 
H.Y. 10017. 

W. JEROME STROUT, Director and Vice President since 1964; ?.e 
sidence, 36 Dunning Blvd., Bangor, Maine 04401; since 1952 President 
and from 1955 to 1962 Executive Vice President of Bangor and Arcsstock 
Railroad Company, 84 Harlov7 Street, Bangor , Maine 04401. 

HARRY S. BAKER, Director since February 1968; Residence,9 • 5 
S. Clovis Ave.,Apt . 6 F , Fresno, Calif.; since 1957 Chairman and, frer 
Prior to 1958 to 1967 President, of Producers Cotton Oil Company (a _ 
sidiary of Bangor Punta ar.J an integrated grower, processor, manufac¬ 
turer and merchandiser of agricultural commodities) Post Office Box he 
1832, Fresno, California 93717 



IiORKRT L. CHAMBERS, DiMAr sinco 1961; Residence 1*0 Mi , - 
Dnve, AtnoRon, California 9-1025; since February 1962 Consu • •" 

Bangor Punt a and President of Hebert L. Chambers Associ ai"- * r cor- - • 
finance) Stanford Financial Square, 2600 El Camino Heal, ?olo Air’ 1 
California 94306; from 1959 to 1967 President of Bart lot-- c ic - - 
(a subsidiary of Bangor Punt a); from 1962 to 1965 President of Pac^ 
Meta3s Company (a subsidiary of Bangor Punta) and from 1962 to los” 
President of Punta Alegre Sugar Corporation (a predecessor of Bar.— 
Punta) In 1958 President of Magna Power Tool Corporation (nanufa- 
turcr of power tools), which company is no longer in existence. 

JAMES S. GARVEY, Director since 1967; Residence, 417 Rivercres 
lvo ' Foit horth, Texas 76107; since prior to 1958 President of G 
Elevators, Tnc. (grain storage and marketing) 617 Fort Worth Nstic- 
Bank Building, Fort Worth, Texas 76102. 

WILLIAM E. HILL, Director since 1964; Residence, 125 East 71-' 
p tr S^i T" Y ° rk/ ^ CW York; since prior to 1958 President of will*:* 
N v- 1 ,. C °*' Inc ’ ^ mana 9 em2nt consultants) 640 Fifth Avenue, New Yc: 

p j 7 ^ URTIS IV) H v TC , HIN ?' Dirortor since 1964; Residence, 200 East 
enue,, 2,: w Yor ‘ ; ' York 10027; • since prior to 1958 Cha : — 
man of Dead River Company (engaged in the distribution cf oetrol-~~ 
prcducts and management of timberlands) 200 Pa-jr Avenue Yor'- 

New York 3 0017, and from 1960 to 1963 President St. Croiy‘'p-o~r 
Company (newsprint manufacturer), Bangor, Maine. 

GEORGd S. JONfeS, Director since 1952; Residence. S-S Wocd c i^'- 
Drjve, Short Hills, New Jersey; since prior to 1958 Limited Pa—--’ 

wSu? tTOnt bankers) 0Re ch3se Manhattan SST 

p. . F REDER I CK H. KINGSBURY, JR., Director since 1956; Residents 55 
i‘v Avenue, New York, New York 10021; since oricr to 1958 Part--” 

YS?r 10015 Harriman & Co -' (bankers ) 59 Wall Street, New York! Mew 

. S p 0TT , K 1 LC J WRY ' Director since July 1968; Residence, 36024 
oouth Ecacn Road, Oconom.ovoc, Wisconsin 53166; since orior to 125? 

"“TV* r tl ? e law firm of Lowry, Hunter & Tikalsky, 253 South 
Waukesha, Wisconsin 53186. - 

^ R * WALTER B. McKINNEY, Director since 1961; Resid-nc-, 

Hill house. Apartment 1010, 20/Wost Evergreen Street, Chestnut 
Pennsylvania 19118; since 19*67 President of Keystone Warehouse 
company, 2769 Broadway, Buffalo, New York and of Tidewater Associ-se 
Inc., Chestnut Hill, Pennsylvania, and Chairman of Merchants :;z~~■ ll 
Company, 3535 South Tenth Street, Philadelohia, Pennsylvania 1--14 2 
1 are operators of tidewater terminals and warehouses). 

Prior to 19 jo to 1967 President of Merchant Warehouse Company. 

m , GE0Rr >D H. SEAL, Director since 1964? Residence, 385 Ocean Aver. 
Marblehead Week, Massachusetts; from prior to 1953 to 1962 Vice Pre 
u r -*nt # from 19C2 to 1.966 Pror: iil*;n L since 19G6, CY D* o r ~ 

Spr.igu '.on Company (ergo ;..d in f - -.reduction, sn’* *» a^d dis~* ; ** ~ 
of- fuel .;) . h?.o;, , Poston, W iche- .tt; 02110 
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ROBERT G. STONE, Director sine-. 1937; 


Is si donee, 21 4 I,ov:d ? r 


Street, Dedham, Massachusetts; since prior to 195S Limii 
of Hayden Stone Incorporated (investment bankers and bro! 
Broad Street, Nev; York, Nov; York and since prior to 195 3 


ed Partner 
ers) 25 
active as 


a director and trustee of numerous corporations. 


JAMES G. TREMAINE, Director since 1956; Residence, 528 Ficid 
Point Road, Greenwich, Connecticut; since prior to 1958 Partner 
Gude, Winnill & Co., (Member of New York Stock Exchange) One Wall 
Street, New York, New York. 

HARRY C. WOOD, Director since 1964; Residence,Woodson Farms, 
Pennsburg, Pennsylvania; since 1962 President and, from prior to 
1958 to 1962 Vice President of A.W. Benkert & Co., Inc. (securities 
analysts and dealers) 52 Wall Street, New York, New York 10005. 

JOHN E. FLICK, Senior Vice President, General Counsel, and 
Secretary since August 1968; Residence, 21 Middlesex Road, Darien, 
Connecticut 06820; from 1967 to August, 1968 Vice President, Genera 
Counsel and Secretary of Bangor Punta; from 1963 to 1967 Divisional 
General Counsel, Director of Corporate Contracts and Assistant to 
General Counsel at Litton Industries, Inc. (a diversified holding com 
' pany) 9370 Santa Monica Boulevard, Beverly Hills, California 90213. 
Prior to 1958 to 1963 officer, Judge Advocate Corps, United States 
Army. 

STEPHEN GALLE, Senior Vice President since August, 1968; Resi¬ 
dence, Gsrthwood Apartments, Scarsdale, Nev; York; from 196"? to Augus 
1968 Vice President of Bangor Punta; from 1964 to 1967 Vice Presides. 
Bangor Punta Operations in an advisory capacity; also from 1950 to 

1966 Treasurer of Nicolas Salgo & Co., Inc. (financial advisory servi 
405 Park Avenue, New York, Nev; York; from prior to 1958 to 1960 
Assistant Treasurer Goal Credit Corporation (lenders) 405 Park Avenue 
Nev; York, New York. 

THOMAS D. STEPHENSON, Vice President and Treasurer since 1952; 
Residence, 178-10 Wexford Terrace, Jamaica, Nev; York 11432; from 
1958 to 1962 Assistant Secretary and Treasurer of Punta Alegre Sugar 
p Corporation (a predecessor of Bangor Punta) ; in 1958 A.ssistar.t Secre 
tary of Punta Alegre Sugar Corporation. 

CARL E. DELANO, since August 1968 Vice President - Personnel; 
Residence, 220 East 6 3rd Street, Nev; York, New York 10021; from 

1967 to August, I960 Assistant to Chief Executive Officer of Bangor 
Punta Railroad Company (a predecessor of Bangor Punta). 

, JACK G. MILNE, since June 1968 Vice President - Corporate.Rela¬ 
tions; Residence 4 Sussex Avenue, Chatham, New Jersey 17928; from 
January 1962 to June, 1968 Manager Public Relations for Bangor Pur.ta; 
from prior to 1953 to January 1968 a Public Relations Manager with 
United Air Lines, 277 Park Avenue, Mew York, New York. 


5 
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B. RICHARD WAKEFIELD, Vice President since July 1963; Rorider.e: 
33 Crescent Road, Riverside, Connecticut 0GC73; from prior t c 1953 
to 19G0 end from 19G2 to July 196S Principe’, with Arthur Young £ Co. 
(accountants), 277 Park Avenue, New York, New York; from I960 to 
1962 Vice President International Systems and Control Corporation 
(holding company) 1524 Maury Street, Houston, Texas. 


MARC F. WRAY, Vice President since April, 1968; Residence, 

440 East 79th Street, Now York, New York 10021; since February 
I960 Executive Vice President of ENESCO INC. (a subsidiary of Bangor 
Punta); from May 1964 to April 1968 Assistant Secretary of Bangor 
Punta; from September 1963 to May 1964 student at Harvard Graduate 
School of Business; from August 1960 to September 1963 Director 
of Planning and Controller of Jacksonville Paper Company (integrated 
paper manufacturer, converter and distribution company), Jacksonville 
Florida; from June 1960 to August 1960, Consultant, Peat, Marwick, 
Mitchell & Co. (accountants), Chicago, Illinois; from 1958 to June 
1960 self-employed as Independent Management Consultant. 


6 
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Item 3. - Source nnd Am ount of Fervor c" 0* her Com.-: dernti 0 

Bangor Punta has agreed, cvb'cct to shareholder a 1 .?, 
regulatory approval, with the persons listed on Exhibit A to nsl.e 
an exchange offer for approximately 501,000 shares cf Fiver Common 
Stock. on the basis of (i) 1 share of render Punta Common Sue ok Far 
Value $1. per share, (ii) Warrants-Series C, expiring March 31, 
1981 to purchase 2.2 shares of Bangor Punta Common Stock, ar.d 
(aid) $35 face amount of a new 5-1/2;, 23 year Convertible Sub¬ 
ordinated Debenture for each such share of Piper Corrrr.cn Steel;. 

The Common Stock will be from the authorized Common Stock of Bangc 
Punta, the warrants will be issued under a Warrant Agreement dated 
February 28, 19^9 between Bangor Punta and Irving Trust Company as 
Warrant Agent, and the Debentures will be issued under a proposed 
Debenture Indenture to be dated as of July 1, i 960 between Danger 
Punta and Irving Trust Company as Trustee. See the answer to Item. 
as to a further exchange offer to be made to all other Piper stock 
holders. 

Bangor Punta has acquired, in privately negotiated trans 
actions 23,000 shares of Piper and Bangor Punta International Capi 
Company (Bangor Punta International) a wholly-owned subsidiary cf 
subsidiary of Bangor Punta, has acquired in privately negotiated 
transactions 60,600 shares of Piper and the right tc acquire an 
additional 18,000 shares. 

The source of the funds used for such privately nr-gotiat 
transactions, in the case of Bangor Punta, was its general corpora 
funds (the amount so used was .^1,718,000) and, in the case of Bang 
Punta International, the source of such funds was, end will be, tr. 
proceeds of a Debenture offering made by 3angor Punta Intematter a 
in 1968 in the Eurodollar market and 20 day bridge financing from 
Swiss Dunk Corporation, Ger:;va, Switzerland (the amount of funds 










already used I\,r ^uch purpose va ; ;-v , !<t/y • .. • 

proceeds and $3;,0 from such bridge finar:.. .» c , and the a;.- 
l.o bo used for the ncquisitScn of such j.3,000 shaves to be c;: - •. 
wm be .*M*0,C00 fro:,, such Debenture proceed, and, if :.,cer. -. •. 
from add 5 ticnal brid-re fjnnncinc. . 

-l.‘£2LiU—~—g»£LQ?P of Transact s n»_ 

bancor Punta desires to acquire control of river. 
Pursuant to the acrce»cnt referred to in the answer to item 
Bancor Punta has a C recd to seek shareholder and regulatory stare 

" C 2 fU ‘ tn " X exchan 6 e offer for any and all reir.a'uinr r.-.„ 
stock on the basis of cash and/or securities having a valu/T.' 

least $8o. per share. Such value to be determined by the n ../ 
Boston Corporation. 

Pursuant to the proposed exchange offers, 
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1,0P08 t0 8Cq “ ira en ° Ufih aidltio ^l shares of Piper ComJn at-- 

in* ir« < 4. . 


give it a majority of such shares. 

Under the lav; o^ t^e « 

. «•< u. c. e s rate of Pennsylvania the s—--- 

incorporation of Piper, if Bangor Punta acquired a majority^'l 

outstanding shares of Piper Common stock Bangor Punta would . 

the power to cause Piper to merge, consolidate, sell its a--*- . 

liquidate without concurrence of the remaining Piper Common steel- 

holders; however, under certain , 

certain circumstances any minor- ty 

holder who dissented to such action would have appraisal ri---s 

provided under Pennsylvania law. 

lf BanSOr Pu - ta such a majority interest lt3 

present plan is to operate Piper as a division under its nr- — 

management. However, Bangor' Punta does not presently have the in 
format,on available to it to make final plans as to these r- 

° r “ 40 “ y ° th3r “j" *■«*. in Piper's business or co-no-.*.' 
structure. Any such final decision by Bangor Junta with res-.,:: 
the.e.,„ will doper:! upon, nreng other things, operatic---’ .... 


VC 
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financio .1 and other corporate considerations. 

It em 5. - Inter e st in Se c urities of t he Issuer. 

5.1 The number of shares of Piper which are beneficially 
owned by Bangor Punta is 83 , 600 . 

5.2 The number of shares of Piper which Bangor Pur.ta 
has the direct or indirect right to acquire is approximately 519,H 

Other than as described in this Schedule 13 (d) r.o 
officer, director, or affiliate of Bangor Punta own shares of Piper 
Common stock , or have engaged in transactions concerning such shar 
during the last sixty ( 60 ) days. 

Item 6 . - Contracts, Arrangements, or Understandings with res?-?? -, 

to Sec urities of the Issuer. 

6.1 See the answers to Items 3 and ^ with respect tc -a 

1 

Punta's Agreement to make exchange offers for Piper shares. Such 
Agreement provides that Bangor Punta will receive proxies from zr.e 
Piper shareholders that are parties thereto permitting certain 
officers of Bangor Punta to vote such shares under certain circum¬ 
stances ( the form of such proxy is attached hereto as Exhibit 5). 
This Agreement also provides that, in the event. Banger Punta ac¬ 
quires control of Piper and, if the value, as determined by The 
First Boston Corporation of the Bangor Punta Common stock, V.'arrarh 
and Debentures to be offered in exchange for Piper stock to tense 
Piper shareholders that are parties to the Agreement is less t.nan 
$80 at the time of the commencement of the exchange offer to other 
Piper shareholder^ then Bangor Punta v/ill offer to the Piper sr.ar 
holders that are parties to the Agreement additional securities an 
or cash having a value (in the opinion of The First Boater. 







360 A 

Corporation) equal to the difference between $80 and the value 
of such Common stock. Debentures and Warrants. 

6.2 Bancor Punta International has an agreement v:ith 
F.O.F. Proprietary Funds Ltd. providing for the purchase by Barker 
Punta International of 18,OCO shares of Piper stock at a cost to 
•Bangor Punta International of $80 a share. 

ltem_7j_ - Persons Reta ined Employed or to be Compensated 

Not applicable as this schedule is being filed on account 
of the acquisition by Bangor Punta of the right to acquire over 
10 ^ of the outstanding Common Stock of Piper. The exchange offers 
referred to in Items 3 and 4 will be the subject of a registration 
statement under the Securities Act of 3-933. 

It .em 8 . -_E xhibi ts 

Not applicable 


Signature 


I certify that to the best'of my knowledge and belief, 
the information set forth in this Statement is true, complete and 


correct. 




John E. Flick 
General Counsel 


Dated: 



EXHIBIT A 
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. W. T. Piper, Sr. . 

Mrs. Clara S. Pi par • 

Piper Investment Company 
Castanen, Realty Company, Inc. 

The Piper Foundation Inc. 

W. T. Piper, Jr. 

Margaret Bush Piper 

Mary P. Dolles • ' 

John S. and Mary P. Bollcs 
David D. Bolles . 

Jane Bolles Grinm 
Sarah Bolles Conner 
John Thomas Bolles 

Mary P. Bolles, trust for John Thomas E 
J. C. Vincent, Jr. & p.p. Eolies, 
trust for P.P. Bolles 
Thomas F. Piper 

Thomas F. and Margaret B. Pioer 
Thomas F. Piper, Jr. 

Barbara F. Piper 
John R. Piper 

William H. Piper . 

Leena J. Piper 

Howard Piper ’ *. 

Howard and Helen W. Piper 
Helen V7. Piper 

David 17o Piper ■ • 

Patricia Piper Devonshire 
Howard Piper, Jr. 

Elizabeth P. Harford 
Thomas J. Harford 

Thomas J. Harford, Jr. * ' . . 

Elizaoeth L. Harford 
Jane L. Harford 

Anne G. Harford •' . 

Mrs. lone Taber Collins 
Claire Collins Price • 

Mary C«, Lederhouse 

Morris E. Price •* • 

Mrs. Claire Taber Moore 

John F. Moore ’ 

Thomas Martin Moore 

Susan Moore Taylor 


olles 




V exhibit b 


362 A 


PROXY 

I (We) hereby irrevocably appoint Nicholas M. 
Salgo, W. Gordon Robertson and David W. Wallace and each 
of them acting without the other as proxies with power 
of substitution to represent me (us) and to vote all my 
(our) stock in Piper Aircraft Corporation held by me (us) 
on any Record Date from the date hereof through December 
31, 1971 in respect of any and all of the following 
matters that may come before any Annual Meeting or Special 
Meeting of the shareholders of Piper Aircraft Corporation, 
and at any adjournment or adjournments thereof: 

1. Any matter, except the election or removal 
of directors, that is required by any provision of 
the Pennsylvania Business Corporation Law to be 
submitted to a vote of shareholders. 

2. Any other matter, except the election or 
removal of directors, that is submitted to a vote 
of shareholders of Piper Aircraft Corporation, but 

• only upon condition that the proxies appointed 
herein snail, at least 10 days prior to the date of 
the meeting at which such matter is to be voted upon, 
have notified the undersigned, in a writing ad¬ 
dressed to him at his address then appearing on 
the transfer records of Piper Aircraft Corporation, 
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as to the manner in which such vote will be cast 
by the proxies appointed herein. The condition 
stated in the preceding sentence is hereby waived 
in respect of any matter of which the proxies ap¬ 
pointed herein shall not have received written no¬ 
tice from Piper Aircraft Corporation at least 21 
days prior to the date of the meeting at v/hich such 
matter is to be voted upon. 

This proxy is coupled with an interest and 
revokes any proxy heretofore given by the undersigned. 
Notwithstanding the foregoing, this proxy shall not be 
valid to vote at any Annual Meeting or Special Meeting 
of the shareholders of Piper Aircraft Corporation on any 
matter proposed by or on behalf of Bangor Pur.ta Corpo¬ 
ration unless either (A) the Board of Directors of Piper 
Aircraft Corporation shall have recommended to share¬ 
holders, in proxy materials distributed in management's 
solicitation of proxies, that shares be voted in favor 
of such proposal or (B) the proxies named herein shall 
have received an opinion of counsel that a vote in favor 
of such matters is not inconsistent with carrying out 
the provisions and intent of the Agreement dated May 8, 
1569 to which Bangor Punta Corporation and the under- 
signed are parties with others. 


Date: 


1969 


Joint owners should each sign 
separate^. All trustees must 
sign unless the trust instru¬ 
ment permit- 
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• 73D„ [BP] 

(a) As set forth in Finding 98, on Hay 29, 1969, 

\ 

Bangor Tnnta filed an S-l Registration Statement providing 
for its proposed exchange offer to the riper family and to the 
other Piper shareholders and a preliminary prospectus describing 
the proposed exchange offer was thereafter distributed to all 
i iper shareholders, On l 'ay 29, 1969 as an exhibit to this 


registration statement, a complete copy of the 
v?a3 filed in the public files of the SEC. The 
and the copy of the Hay 8 Agreement filed with 
Statement were in the public files of the SEC 
the general public. 


May 8 Agreement 
Schedule 13(d) 
the Registration 
and available to 



Revised 12/15/70 
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75. [Proposed by Chris-Craft] John Flick, 
Bangor Punta's senior vice president, general counsel and 
secretary, and a participant in the preparation of the 
May 8 press release, was familiar with SEC Rule 135 at the 
time of the issuance of the May 8 press release. 




•Revised 12/16/70 
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76. [Proposed b;y Chris-Craft] On April 17, 
1969 the Wall Street Journal reported the following on 
page 1: 


N01 llm-est liultisirics* proposed len¬ 
der offer for D. K. Goodrich stock was 
cleared by the Securities nnd Ex¬ 
change Commission. Rut the commis¬ 
sion ruled that holders of the tire com¬ 
pany arc permitted until April 2 ) to 
withdraw any securities deposited lor 
the offer. The SEC asserted Northwest 
unlawfully issued certain press re¬ 
leases about the offer prior to filing a 
registration statement. 

(Story on P»ge 3)' 


At page 2 of that edition, the following story appeared: 



SEC Clears Northwest Industries uner 
For Good rich. Alleges Illegal Disclosures 


A W»l.i. Stum t .!•->; ns si. • . .. 

The Securities and Kxehange Cnmni's'unn 
cleared Northwest Industrie*' registration 
statement cove line it* proposed tender offer 
for R. F. Goodrich Co. stock. G-K-dnch vehe¬ 
mently opposes the bid. 

But the commission asserted that Northwest 
Industries had violated Federal securities laws 
in issuing certain press releases about the 
offer. 

The SF.C no'rd In a brief announcement that 
the registration statement had become etiee- 
tive. However, it said that Northwest's pro¬ 
spectus will he furnished ••promptly" to Good- 
neh shareholder* who have received the offer, 
and ruled that such shareholder* me allowed 
|Wil April 21 to withdraw any securities dc- 
posited for the offer. 

4 \ jionjntir, export in W ishinr * n n s'lid the 
effect of tins IS lo prevent .Northwest from oh- 
taming any landing rommitment* from flood- 
rich shareholders ur.’-.l Ap’-u 2In t..c t orn -u 
situation, an acquiring company ran move im- 
mediatelv. and the pne-pr.tus isn't mail 'll 
until sometime after Uk- commitment is m.«<l” 
'Hie SKC anno;.::i‘■in' , nt e.ilhvi atltr.tinr. to 
dt:w!o:urcs ••• the Nortliw-vi p-o-jH-ctus indi¬ 
cating tliat tile I'limiv.i. i-•!» I'l'iievid the N«’ilo¬ 


west press teleasr* had violated Ihc law. Toe 
SKC said it believed, the release ot surh infer- 
mat.nn. prior In the time the rcgisir-Hion ft-.'.e- 
meut was filed, "constiluied an offering'' con¬ 
trary to Federal securities law. 

Proa ision of filin' • 

The legal provision mentioned by the SrC 
essentially prohibits companies from m..»ir.g 
an offer involving an exchange of stork until 
file offer has been registered w-ith the commis¬ 
sion. The SKC nlso said Northwest's prospectus 
(lirrleseH that the commission believes the in¬ 
formation contained in the press releases went 
beyond an SKC regulation that specific* the 
type of information that nay be published :n a 
notice of a proposed offering. 

The RKC said it was requiring that Goodrich I 
shareholders have' until April 2.» to withdraw i 
their securities "In order to disseminate (he in¬ 
formation in the registration statement and to i 
! d;-q- I the ef'ert of the alleged unlawful release , 

1 of ir'enu ifion " 

V,t;.- SKC'* ait on in clearing the reg-.s-l 
(ration stvement nnparci.tly removes or.e Gov-, 
eminent hurdle for Northwest, the coat pry I 
may still face opposition from the Just.ee r»e- 1 
par'.rt.i-nt The rgeney asked Northwest on. 
V-irih 2s to delay its proposed offer, and the* 
company agreed. 




367 A 


At that time, the department said the pro¬ 
posal “raise* very serious awl substantial 
questions under Section 7 o( the Clayton Anu- 
trust Art." The department asked for a dr.ay | 
to complete its study of the offer and to “avoid 
possible serious repercussions in the marvel 
for those securities in the event of suit." 

In Chicago, a spokesman for Northwest In¬ 
dustrie* said the company is “very pleased" 
that the Jong-awaited clearance of its registra¬ 
tion statement bv the SKC had occurred. Ti.c 
statement was filed by Northwest on Kco. 6. 

1 Northwest has previously said in reply to quer¬ 
ies that it didn’t know why the SKC had de¬ 
layed Its action. 

The spokesman said printing and mailing of 
the prospectus may take a day or two. 

Noting that the SKC had questioned North¬ 
west's Jan. CO announcement of its P'an to 
make an offer for Goodrich, a Northwest; 
spokesman said that “counsel ha* advised, 
Northwest that such announcements were i 
proper. Moreover, there haa been no sugges¬ 
tion that the announcements were Inaccurate 
In any respect." 

A Northwest spokesman said the company 
has "heard nothing" from the Justice Depart-: 
ment regarding its investigation of possible, 
antitrust questions raised by toe Goodrich > 
take-over plan. I 

In Akron, a spokesman for Goourica said 
the company ".vill have no response a*, this 

tulle." 

Opposition From Goodrich 

Goodrich lias vigorously fought the North¬ 
west proposal, announced Jan. 2»h, though a 
long series of legal, financial, public relation* 
and lobbying maneuvers designed to halt or 
impede Northwest from mailing us offer. It is 
exacted to continue the fight now that the 
offer is being marie, perhaps through various 
actions before regulatory agencies and courts. 

The company is understood to have con¬ 
tacted sccunties commissions in most slates ir. 
an effort obtain their aid in blocking the 
offer. 

However. Thomas Nelson. Wisconsin i-ectir.- 
tics commissioner, said yesterday that tl.e 
Northwest-offer ha* been approved in r.is state 
over Good rich's complaint. Wisconsin Is gener¬ 
ally regar Jed a* one of the strictest slates ir. 
securities regulation. “A* far as we know, tiro 
offer lias '-een cleared ill nil States with the 
I to «ih'.~ c-. replion of Ohio." Mr. Nelson s.nu. 
noticr “ >'.l Ohio Is Ullrich's home slate. 

In lllmoi.-i, Thomas J. Ilawi-kot'e, scrim', i--* 
commissioner, said that state has approved ihej 
Northwest sertinties to Is- nffer»-il. 

Northwest -.< n holding romp.-.-iy lliit own* 
the Chicago .<■ North Western I'.ii'.way. ate. .. 
vnrtetv of other concerns. Goolr.i-.i t* a n..- 
nihli-r, t-h r ru- 'I and pli-tu* ; r->• i i -or 
i lintlrr term* of tii- p:-o;*nsei| -.• :..a-r ofie.- 
! Northwest w v.;.l issue, in exci-.ar.ge : ir r,." 

I O-wtr.i-h sa fe, a package i-nrc s'.r.: of *7' 
•irmcKil amount of 7 VI sui-or-.m-iti-1 u.-t..-:.- 
tuiv* due in .'*» year*, n I snare of VI ."-nvi i-.- 
1»> prefer!-.'. mi l .a w rr. 

h-.iv 0 3 all .re of N u" invest con.iron fib' 1 •' 
share. The llolent'irel Collal I e l|.|.l h.V 
at par value in e>er.-i*in.' tr.e. w irr.uits. Y..e i 
nref -i r< <1 wo a.| Cc pcnvertiole ir.’.o N - rt.iw. 
e.Ilium.a s.,ate.|.i|.*i.arr. 
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77(B). [Proposed by First Boston] Chris-Craft 
took the depositions of Mr. Laeri on June 10 and Mr. Miller 
on July 10, 1969. Both men testified concerning the valua¬ 
tion First Boston was to do. Chris-Craft proceeded with 
its attempt to gain control of Piper, and on July 24 amended 
its offer to Piper shareholders in competition with the 
Bangor Punta offer, with knowledge of the date as of which 
First Boston's valuation would speak. 

77(C). [Proposed by First Boston] On July 16, 
1969, Messrs. Rochlis and Gordon mailed a letter to all 
Piper shareholders. The letter stated that Piper had 
failed to disclose certain matters. Though Messrs. Rochlis 
and Gordon were aware of the date as of which First Boston's 
opinion would speak and that Bangor Punta had no intention 
of guaranteeing the value of the securities, the letter did 
not mention these matters. 
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77(D). (Proposed by First Boston] Ir. setting 
the terms of its July 24 offer, Chris-Craft knew the 
date as of which First Boston's valuation was to speak, 
and it set the terms of the July 24 offer after the 
effective date of the Bangor Punta exchange offer, with 
knowledge of the precise makeup of the package. At the 
time the July 24 exchange offer was made, Chris-Craft had 
available to it market quotations on the Bangor Punta 
package. 

77(E). [Proposed by First Boston] Bangor 
Punta 'e final prospectus, which was mailed to Piper 
shareholders on July 18th, stated the precise terms of 
the Bangor Punta package, and described the provision of 
the May 8 agreement. Market quotations on the package 
were available from the New York Stock Exchange and NASD 
pink sheets with respect to the common stock and warrant 
components beginning on July 18, 1969 and with respect to 
all components beginning on July 23, 1969. 
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78A. [Proposed by P’iiper] On May 12 and May 

1G, 1969, Chris-Craft's Board ofiDirectors adopted 

resolutions approving Chris-Craft's exchange offer to 

Piper shareholders. The resolutions further provided: 

"the Chairman of the Board and President of 
the Corporation be, and he hereby is, authorized 
to determine at any time hereafter that the 
Exchange Offer is not advisable and in^the 
best interests of the Corporation and, there¬ 
fore, not to proceed with the Exchange Offer". 

Chris-Craft did not make any public announcement with 

respect to these actions by its Board of Directors. 




New 


I 
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79. (Proposed by Chris-Croft) On Kay 14, 
1969, a Memorandum of Ayroonent was entered into, with 
the knowledge of First Bouton, by certain membera of 
the Piper family owning 46,350 shares of Piper stock 
( the holies Group”) and defendants W. T. Piper, Jr., 
Uoward F. Piper and Thomas F. Piper ("the Guarantors") 
which provided, in part, that subject to certain con¬ 
ditions. 


"Guarantors guarantee to each member of the 
hollos Group that upon the sale cf any cf such 
securities in the principal market therefer ho 
will receive gross proceeds at lemt oeual 
to t.io amount indicated in the opinion cf 
Tho First benton Corporation as the fair 
market valu«-* thereof on the exchange date 
under the bxehanyo Offer ("Fair Jlarkot Value"), 
that seen sale ta3„es place prior to 
April 1 of the year following the year of tho 
exchange data." 

Tho Memorandum of Agreement provided that 


"Before effecting any salo during tho period 
prior to suca April 1, tho selling monL’*®** of 
the hollos Group will notify the Guarantors of 
his intention to do so, in a letter offering 
to ooj.1 to tiie Guarantors or their designees 
°* ***signs the securities that nro tho subject 

3al °' at a price cuual to the 
Fair hornet Value of such securities . . m " 

and further provided that 


"Guarantors rha.1.1 have the right ot onv tire* 
and e .t 04 tir.% to tine prior to expiration of 
thoir guarantee under this paragraph to pur- 
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chase from any one or more members of the 
Bolles Group an aggregate Fair Market Value 
of Bangor Punta securities equal to the undis¬ 
charged liability of Guarantors to such member 
under tliis paragraph; each such purchase shall 
consist of the Bangor Punta securities received 
by said member in respect to one or more shares 
of Piper Common Stock ..." 

The Memorandum of Agreement also stated that 

"Notwithstanding any other provision of this 
paragraph, the liability and obligations of 
Guarantors under this paragraph shall apply 
as to any member of the Bolles Group only 
with respect to the sale by him of the total 
of (a) Lhe first 32-1/2% of the Fair Market 
Value cf the Bangor Punta securities received 
by him under the Exchange Offer, (b) ar. addi¬ 
tional percentage of such aggregate Fair Mar¬ 
ket Value equal to any net effective increase 
after the date hereof in state or federal in¬ 
come taxes applying to the Exchange Offer 
transaction by such member ..." 

The 32-1/2% figure specified was the effective state and 

federal income tax rate applicable to the securities in¬ 
volved in the transaction. 


2 
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80 *; [Proposed by Chris-Craft] On May 16, 1969 , 
in a post-effective amendment to Chris-Craft's exchange offer, 
which had become effective on May 15, 1969 , Chris-Craft 
amended its exchange offer for Piper shares by adding $10 in 
cash per share, making its offer (§ 1 ) l share of Chris-Craft 
$ 2.00 convertible preferred stock, (b) warrants to purchase 


2 shares of Chris-Craft common stock. 


and (c) $10 in cash. 
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80A. (Proposed by P .>er] On May 17, 1969, 
the press reported that Bangor ?unta had acquired an. 
additional 100,000 Piper shares from outside the Piper 
family. 
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8113. [Proposed by Piper] On May 19, 1969, 
Chris-Craft sent proxy material to its shareholders in 
connection with a special meeting of shareholders to vote 
on the Chris-Craft exchange offer to Piper shareholders 
called for June 6, 1969. The proxy material urged a 
vote for approval of the exchange offer and stated at 
page 3: 

"The proposed acquisition of Piper common 
stock is the result of your management's 
analysis of the existing assets, liabilities 
and operations of Piper,, its earnings over a 
period of years, the investment which Chris- 
Craft already has in Piper, the market prices . 
of Piper common stock in relation to the mar¬ 
ket prices of Chris-Craft common stock and the 
potential of the business of Piper .... 

If the companies are, in fact, combined, the 
combined business would have greater diversifi¬ 
cation in products and activities than Chris- 
Craft now possesses. 

"Management reserves the right to delay 
or decline to proceed with the exchange offer, 
in its discretion." 



Rev. 1/18/71 
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82B. [Proposed by Piper] Chris-Craft's pre¬ 
liminary prospectus filed on February 27, 1969 contained 
the following statement on page 7: 

Chris-Craft may, during the pendency 
of the exchange offer, purchase shares of 
Piper common stock on national securities 
exchanges at prices then current thereon or 
otherwise at negotiated prices." 

On April 22, 1969 the SEC submitted a letter of comments 

on Chris-Craft's registration statement and prospectus. 

That letter did not make any reference, or state any 

objection, to this sentence, although it did comment on 

other provisions appearing on page 7 of Chris-Craft's 

preliminary prospectus. 
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82(0. (Proposed by First Boston] Chris-Craft 
had purchased 9100 si,ares from the date 'it announced its 
exchange offer to April 7th, and at the time the April 7th 
meeting with the S.E.C. was held, had outstanding orders 
for further market purchases. 
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ONLY COPY AVAILABLE 

: 83 . [Proposed by Chris-Craft] On May 5 , 1969 , 

the SEC published SEC Release 8[395 entitled "Notice of 
Revision of Proposed Rule 10b-13 under the Securities 
Exchange Act of 193 /j" which stated, in part: 

"• • • The rule as proposed also applies to exchange 
offers, i.e., where one company is offering its own 
securities in exchange for the securities of another 
issuer. This provision is, in effect, a codification 
of existing interpretations under Rule 10b-6, which 
among other things, prohibits a person making a 
distribution from bidding for or purchasing the 
security being distributed or any right to acquire 
that security. These interpretations have pointed 
out that the security to be acquired in the exchange 
offer is, in substance, either a right to acquire the 
security being distributed or is brought within the 
rule under paragraph (b) thereof; and Rule 10b-6 pro¬ 
hibits the purchase of such security during the 
distribution except through the exchange offer, unless 
an exemption is available. ..." 




